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TUESDAY, FEBRUARY 9, 1960 


House oF REPRESENTATIVES, 
SuBCOMMITTEE ON HEALTH AND SAFETY OF THE 
CoMMITTEE ON INTERSTATE AND Foreign COMMERCE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a.m., in room 414, 
(id House Office Building, Hon. Kenneth A. Roberts presiding. — 

Present: Representatives Roberts (presiding), Rhodes, O’Brien, 
Rogers, Brock, and Nelsen. 

Also present: Kurt Borchhardt, legal counsel. 

Mr. Roserts. The subcommittee will please be in order. 

We have a good bit of ground to cover, and in order to more or 
jess pinpoint the information that we hope to obtain in this particular 
necting, I would like to call your attention to a letter which was put 
out under date of February 3, 1960, to Hon. Maurice H. Stans, Direc- 
torof the Bureau of the Budget, Washington 25, D.C., which letter I 
vill, without objection, place in the record of this hearing. 

(The letter follows:) 


HOUSE OF REPRESENTATIVES, 
COM MITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C., February 8, 1960. 
Hon. Maurice H. STANS, 
Director, Bureau of the Budget, 
Washington, D.C. 


Deak Mr. Stans: The Subcommittee on Health and Safety has pending be- 
for it several bills relating to international health research. It is the desire of 
the subcommittee to provide that any program of international health research 
be financed to the maximum extent feasible out of counterpart funds resulting 
from the sale of surplus agricultural commodities or the operation of other 
programs. 

The subcommittee desires to be informed with respect to all facts relating to 
the availability of such funds, the countries in which such funds are expected 
to be available, and alternative methods which might be employed to make a 
portion of these funds available for an international health research program. 

Therefore, I would like to request that representatives of the Bureau of the 
Budget and other agencies involved in the generation and utilization of counter- 
part funds be present at an executive session of the subcommittee to be held 
Tuesday, February 9, at 10 a.m. in Room 414, Old House Office Building, for 
the purpose of presenting to the subcommittee all relevant information with 
regard to the availability and possible utilization of a portion of these funds 
‘oran international health research program. 

Sincerely yours, 


eee OC 


KENNETH A. ROBERTS, 
Chairman, Subcommittee on Health and Safety. 


Mr. Roserts. I should like to call the attention of the witnesses 
tothe second paragraph of that letter: 


uae subcommittee desires to be informed with respect to all facts relating 
othe availability of such funds, the countries in which such funds are expected 
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to be available, and alternative methods which might be employed to make ; Mr. H 
portion of these funds available for an international research program "7 body of 
The second sentence of the letter says : cies and 


It is the desire of the subcommittee to provide that any program of inte emphasi 
national health research be financed to the maximum extent feasible out ; Agricult 
counterpart funds resulting from the sale of surplus agricultural COMMOditie | amendec 
or the operation of other programs. rT We al: 
We have representatives of the Bureau of the Budget, ICA ‘a the Use 
LEW here, and if you gentlemen will make the proper identificatip,| the Com 
for the reporter, you may go ahead with your testimony at this tiny | with cor 
‘| here for 

STATEMENTS OF BARTLETT HARVEY, CHIEF, ECONOMIC AREA Mr. R 


INTERNATIONAL DIVISION; CARL TILLER, CHIEF OF Bupgp (The 


METHODS, OFFICE OF BUDGET REVIEW; AND EDWIN Kk. Wy ae H 
INTERNATIONAL DIVISION, BUREAU OF THE BUDGET; 30M) you (pp. 


BURNETT, GENERAL COUNSEL; JANE HOLMER, ATTORNEY 4p! jvailabil 
VISER ON MR. BURNETT’S STAFF; AND DR. EUGENE CAMPBE| the Trea 
DIRECTOR, OFFICE OF PUBLIC HEALTH, ICA; ROBERT A. KEvay| first colu 
DEPARTMENT COORDINATOR OF INTERNATIONAL AFFamy! °WTeM¢y 


DANIEL MATTHEWSON, BUDGET ANALYST; AND THEODm| M2" 


ELLENBOGEN, ASSISTANT CHIEF LEGISLATION, DEPARTMENT (i! available 
HEALTH, EDUCATION, AND WELFARE cies fron 
against t 

Mr. Harvey. Mr. Chairman, my name is Bartlett Harvey, Chiefd} Credit C 
the Economic Area, International Division, Bureau of the Budgif © Mr. R 
This is Mr. Carl Tiller, Chief of Budget. Methods, Office of Budge from the 
Review, and also Mr. Edwin Fox. “ft Mr 
As you know, Mr. Robert Kevan is here from the Department dj poration 
Health, Education, and Welfare, and Mr. Burnett and lus associate) eign cow 
from ICA. country. 
We do not have a formal statement to give to the committee thi} The agre 
morning. However, I would like to start out with a few remarks iff such and 
I may, on the question which you have posed to us with regard ti} themto 
the availability of foreign currencies and in which countries they my! — These 
be found. I will go into that, following which Mr. Tiller can gi that for 
you a brief presentation of the second aspect of your question, th! Treasury 
methods under which they may be employed. The s: 
I believe Mr. Burnett and Mr. Kevan do not have prepared state} general . 
ments to make to the committee either, but will be prepared to answe} 4 substai 
any questions you may wish to address to them on their aspects of tl} that sale 
situation. | or the a 
To begin with, I would like to call to the committee’s attentioni| 4 part 
Special Analysis on Foreign Currency Availability and Uses whit! United § 
appears in the back of the 1961 budget. document, pages 925 to %ij United § 
We have some reprints here for the information and convenienceif 1 this 1 
the committee. lection a 
I would like to pass these around to you. I will be referring tothe} by the T 


in the course of my remarks. Any a 
Mr. Roperts. Very well, Mr. Harvey. overseas 
(The report referred to appears on p. 34.) | Includes 
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Mr. Harvey. You will find that this analysis contains a substantial 
body of facts and information on the availability of foreign curren- 
cies and the purposes for which they are being used, with specific 
emphasis on the currencies which have become available under the 
Agricultu ral I rade Development and Assistance Act of 1954, as 
amended Public Law 480. ; 

We also have here some copies of a special Report on Control Over 
the Use of Foreign Currencies which has recently been submitted to 
the Committees on Appropriations by the Director of the Bureau, 
with copies for other committees, which we would be happy to leave 
here for your information. 

Mr. Roserts. We are happy to have it. 

(The report referred to appears on p. 52.) 

Mr. Harvey. I would like to center my remarks on three tables. 
The first of these is table 1 in the special analysis which I gave to 
you (pp. 925-926). This is a table which shows the requirements and 
availability by country of foreign currencies which are available in 
the Treasury for general use. The table reflects, particularly in the 
first column, a point which is often overlooked with respect to foreign 
currency. That is that in the course of the year this Government 
needs more than $2 billion worth of foreign currencies to carry on its 
various programs abroad. ‘To the extent that such currencies are 
available in the Treasury for general use, agencies buy these curren- 
cies from the Treasury. The Treasury makes the appropriate charge 
against their appropriations, and credits the dollars to the Commodity 
Credit Corporation. 

Mr. Roserts. Will you go back to the mechanics of that operation, 
from the time the Commodity Credit enters the picture ? 

Mr, Harvey. Under Public Law 480 the Commodity Credit Cor- 
poration sells agricultural surplus commodities to a number of for- 
eign countries under an agreement with the government of each such 
comtry. That agreement is negotiated by the State Department. 
The agreement provides that we will make available to that country 
such and such an amount of surplus commodities against payment by 
them to us in their own currency. 

These currencies are deposited in a special account in the banks of 
that foreign country, which is an account belonging to the U.S. 
Treasury, and held by the Treasury for the account of the CCC. 

The sales agreement with the foreign government indicates the 
general conditions on the use of those currencies. Usually a part, 
a substantial part, is reserved by the sales agreement, committed by 
that sales agreement for loans and grants for economic development 
or the advancement of the common defense in that country. Always 
& part of those currencies is available for the general use of the 
United States, and it is that part which is freely available to the 
United States, which I am talking about, and which is concerned 
in this table. That part mechanically is switched from the col- 
lection account under the sales agreement to a special sales account 
by the Treasury. 

Any agency which is authorized to carry out an operation over- 
overseas and has an appropriation financing that operation—this 
includes the Department of State in their operation of the em- 
assies, and the Department of Defense with overseas establishments, 
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the USIA information programs overseas, and so forth (a great may 
agencies of this country are operating overseas with regular appropri. 
ations) any such agency with an obligation to be paid in that count 

is required by Treasury regulations to ascertain from the Tres 
whether the Treasury holds currencies which may be used to meet that 
obligation, whether it is the payment of salaries for local versonnel 
or maintenance costs on a base, the construction of new building or 
what have you. : 

If the Treasury does, that currency is used by the Treasury to pay 
the obligation with a corresponding charge against the agency’s ap. 
propriation and a credit either to miscellaneous receipts (general re. 
ceipts), if this is simply currencies held by the Treasury, or to the 
CCC in the case of Public Law 480 funds, or in the case of the Infor. 
mational Media Guarantee Fund, to that fund. 

So, in this manner, without any special administration or special | 
accounting, currencies are used for programs which have met the | 
normal budgetary tests of projects which the U.S. Government wishes 
to carry out and so, in our view, are used for the most effective and 
fruitful purposes that they can be. 

And the accounting is also properly taken care of, in that the ug 
of the currency is charged to the agency carrying out the program, 
and there is a corresponding credit to whatever agency generated | 
those currencies—in the case of Public Law 480 the Agricultun 
Department. 

If I may get back to table 1, in this manner; In 1959, over $2 
million was saved in the course of regular program operations, the | 
saving coming from the fact that these dollars remain in the Treasury, | 
the currencies being used instead to meet the obligation. 

The second column of this table reflects the estimated supply of | 
currencies which is available for general purposes in the coming year, | 

These amount cover all foreign currencies which are available o | 
an unrestricted basis. They derive from many sources, not only public | 
law 480. There are still currencies coming in from the lend-lease op- 
eration, from the disposal of surplus World War II properties, con- 
sular receipts, payment of interest on bank accounts overseas, and 9 | 
forth. 

The third and fourth columns on this table show the results, sub 
tracting the second column from the first. As you will see, in mos | 
countries, starting from Afghanistan and going on down through, 
the operating supply of currencies is less than the estimated requite 
ments in these countries. And it is necessary, to meet those remail- 
ing requirements, to use appropriated dollars to buy currencies. 

In some countries, the estimates indicate that for 1961 there wil 
be more currencies available than will be required in that year. h| 
a number of these countries, the indicated excess will probably b | 
needed within the next year or so, after 1961. In several others we 
have reason to doubt that. the indicated excess will, in fact, arise be 
cause these estimates are based on forecasts of requirements and d 
supply, including receipts under future sales agreement, and it his| 
been our experience that there may be a wide variation in std’ 
estimates. 

However, at the present time it does appear that we have a cleit| 
excess supply in six countries as indicated in the third column. 
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Mr. Roserts. Would you name those six ? 
Mr. Harvey. Those six are India, Israel, Pakistan, Poland, United 
\rab Republic (Egypt), and Yugoslavia. | 
~ Thave here a table showing the amounts available or that are ex- 
ted to be available in those six countries. 
(The table referred to follows:) 


Taste A.—Availability of excess currencies for special foreign currency 
programs, fiscal year 1961 


(Thousands of dollar equivalents] 








7-—"_ee | j Tt 7 att oa 
Availability for U.S. uses Proposed U.S, uses, 1961 | 
| | | Net funds 
For sale to Restricted Through Through spe-| remaining 
regular appro-| under Public jreguilar appro-| cial foreign | 
priations Law 480 priations currency 
programs 
India 139, 878 7, 229 13, 456 147, 368 
Israel... 27, 379 1, 739 4, 668 26, 251 
Pakistan i 28, 210 f 5, 902 3, 872 45, O88 
Poland... 10, 234 67, 357 1, 160 6, 237 70, 194 
United Arab Republic (Egypt 12, 954 26, 039 1. 750 2 39] 34) 922 
Yugoslavia... 37, 883 16, 569 gi4 4, 219 49, 319 
Undistributed 4 562 —4 562 
Total... 256, 538 170, 071 18, 694 39, 335 368, 580 


Mr. Harvey. The first column is simply taken from the table 1, I 
have just been referring to. It is the availability of currencies in the 
Treasury for general use. 

And then the second column is the additional availability of cur- 
rencies under Public Law 480 agreements which, either by terms of the 
agreement with that country may not be used for Treasury sales and 
substitutions for dollars, or have, in the past been estimated to be in 
excess the needs for that purpose. 

Then the third and fourth columns show the estimates of require- 
ments in 1961, the third colwnn for regular programs and the fourth 
column for special foreign currency programs which are proposed in 
the 1961 budget for the approval of Congress. 

And finally, the last column is the residual, showing the funds re- 
maining available after 1961. 

Generally speaking, the expenditure of foreign currencies in these 
six countries does not cost the United States any dollars. The ex- 
penditure of unrestricted foreign currency for special and additional 

rograms in other countries than these six generally means that the 

5. agencies which might have purchased those currencies from the 
Treasury must pay dollars to the banks within such countries to buy 
additional supplies of the currencies, and thus, would, in effect, cost 
dollars. 

As I have pointed out, what we have been discussing primarily so 
far in connection with table 1 of this special analysis, is the currencies 
Which are not restricted by agreement with the foreign governments. 
The larger part of sales under Public Law 480 are restricted. 

Mr. Roserts. Would you make that distinction a little bit clearer 
between the funds restricted and the funds not restricted ? 

Mr. Harvey. Yes, I am just about to. The larger part of sales 
under Public Law 480 agreements are restricted—on the average it 


53486—60——__2 
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has been 70 percent—under the sales agreements for what we call 
“country uses.” These are loans and grants within the country fo 
economic development, for loans to private enterprise, especially 
American enterprise abroad, and for the common defense. _ J 

These are purposes which are of major interest to the purchasing 
government. They are the purposes which, in effect, make it possible 
for the Public Law 480 program to operate because these commitments 
insure that a substantial share of the currencies are used for the -< 
pansion of productive investment, or the common defense expenditures 
within that country, thus making possible the increase in consump. 
tion, which, in turn, makes possible the increase of exports of oy 
surplus commodities. 

Furthermore, it is the assurance to the foreign government that g 
large share of the proceeds will be used for purposes of interest to 
that government, which persuades that government to take on the 
commitment for a substantial increase of import of Americay 
commodities. 

So that, to a major extent, the restriction of currencies for country 
uses under Public Law 480 is a necessary and integral part of the 
nature of the program. 

These currencies are, in effect, very much like the major parts (9 
percent or more) of the counterpart which arises under the mutual 
security program, very much like the proceeds of the sale of surplus 
commodities under that program, under section 402 of the Mutual 
Security Act, and, in fact, the administration of these loans and grants 
generally is the responsibility of the ICA. 

These funds may be, and in fact frequently in the past have been, 
used for health programs, in the foreign countries. 

I believe that the total from these three sources, counterpart, section 
402, and Public Law 480 country-use funds is about $86 million worth 
of currencies which is programed for health programs during this 
current year. 

I believe Mr. Burnett will be able to answer any further questions 
you may have on this aspect of the currencies. 

In a number of sales agreements there have also been restrictions 
on the other share of the sales agreement, the so-called U.S. uses. 

These are currencies which are available for U.S. agency programs, 
other than loans and grants in the foreign country. These restrictions 
have been related to the authorizations which are included in Public 
Law 480 for special foreign currency programs. 

There are a number of them in section 104 ranging from agricul 
tural market development to educational exchange programs and 
other educational programs, and under section 104(k) scientific pro 
grams with special emphasis on medical research. 

In a number of past sales agreements, the terms of the sales agree 
ment have made a differentiation between the currencies available for 
the U.S. use which would be generally available for the payment of 
any U.S. obligation and those which would be limited to these special 
foreign currency programs. 

This has resulted in many cases in currencies being reserved for such 
special programs, when at the same time the requirements of regular 
programs covered by dollar appropriations were unfulfilled, and the 
Treasury was forced to go out and buy that same kind of currency al 
the same time it was holding balances for special programs. 
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Furthermore, this inclusion in sales agreements of restrictions re- 
ting to these uses has frozen the amounts required in many cases at 
,time before adequate planning could have taken place, before the 
wencies involved knew what they wanted or what they could do with 
it, It has effectively thwarted congressional controls over use of these 
egrrencies. ; -_ a 
So it has been decided, and the President has indicated in his budget 
message, that from now on such restrictions on the U.S. uses of cur- 
encies Will no longer be included in the sales agreements. The pas- 
age in the budget message reads as follows: 

[am also instructing that in future neogtiations of international agreements 
ye endeavor to avoid restrictions which would limit our ability to apply normal 
mdget and appropriation controls to the use of those currencies which are ear- 
marked for U.S. agency operations, 

Thus the amount of currencies of this character which may be 
expected to become available in the future will decline. However, as 
areflection of past sales agreements, there are currencies of this char- 
acter available in a number of countries, and we are including uses of 
these currencies within the proposed programs in the 1961 budget. 

[have here another table, table B, indicating the amounts of these 
restricted currencies which were available, by country, the amounts of 
the programs proposed for 1961, and in the third column, the amounts 
which are earmarked for other purposes after 1961. 

(The table referred to follows:) 


Taste B.—Availability of restricted Public Law 480 sales proceeds for special 
foreign currency programs (including international medical research), fiscal 
year 1961—Nonercess currencies 


[Thousands of dollar equivalents] 


Proposed Earmarked Remaining 
Total programs, for other availability 
availability fiscal year purposes (not 
estimate 1961 after fiscal earmarked) 
year 1961 
Argentina 22 15 7 
Austria... . 206 152 54 
Brazil. / 3,015 2, 737 278 
Burma : 3, 666 1, 244 2, 422 
Ceylon... 1, 189 496 693 
China... 100 | 100 : 
Colombia 4,124 3, 637 487 
Ecuador 19 19 
Finland. 566 : 566 
Franee. a 6, 037 810 5, 227 
(Greece... ; 458 346 112 
Ieeland..... : 14 : 14 
Indonesia 2, 664 2, 096 568 
Italy__. 2, 569 858 1,711 
Japan 7, 574 7, 574 
Korea... 1, 839 79 1, 760 
Mexico... - 1, 080 | 1, 077 3 i 
Peru... 349 330 19 ical 
Philippines 326 76 | 250 ; 
Portugal... __. Pi 38 | 32 | 6 
Spain. ....._. : 6, 662 6, 662 | 
Turkey_ ‘+o 4, 232 4, 231 | 
United Kingdom Rees ; 704 704 | 
Uruguay... ... ; : 4, 051 3, 677 374 
Vietnam. ____ 333 | 146 30 157 
meee. i ' packed 51, 836 1 29, 524 17, 333 24,979 
<tttaiaahiineam nd bette eT 7 e- ccd 





; Includes $248,000 for international medical research. 
Available for international medical research or other (unspecified), restricted purposes, 
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Mr. Harvey. Perhaps it might be better if I made a remark aboy 
thatthird column. The “earmarks” in it are provisions in sales agree. 
ments which restrict the use of the currencies to particular PUTPoses 
or in some case informal understandings arrived at with the foreim, 
government at the time of the sales negotiations, which have the samp 
effect. 

The larger amounts are generally for the military family housip 
program, in fact all four of the large amounts there in that thind 
column are essentially for that program. 

The amounts indicated in the fourth column are available fo 
pecweemine for any purpose, any authorized purpose, and could alg 

e used for medical research. 

We have proposed to the Congress, in 1961 budget programs, for 
the use of these currencies, but I would like to ask Mr. Tiller at this 
time if he would indicate to you the methods by which we suggest tha 
Congress control these uses. 

Mr. Roserts. All right, Mr. Tiller. 

Mr. Titier. Mr. Chairman, the questions that you have asked to 
which I want to invite your attention now are the alternative methods 
which might be employed to make a portion of the foreign currencies 
available for international health or research programs. 

There are three methods that might be employed, and the report 
which the Director of the Bureau of the Budget has made to the 
several committees of Congress, which has been placed in their hands, 
goes into those at great length. I would not suggest that we try to 
read it just now, but I will try to summarize some of the aspects of 
the report which are pertinent. 

One method that is used to make foreign currencies available is to 
make ordinary appropriations available for programs abroad. As 
Mr. Harvey has indicated, to the extent that appropriations carry out 
programs abroad, they normally will need a number of foreign cur- 
rencies, because many obligations are payable in foreign currencies, 

The rules of the Treasury, issued pursuant to any Executive order 
of the President, require that agencies use their appropriations to buy 
those currencies from the Treasury to the extent that the Treasury 
has them available for sale. Therefore, a portion of the foreign cur- 
rencies which we have is used regularly through the normal proces 
of the regular appropriation buying the currencies from the Treasury 
and using the currencies for operations abroad. 

This was the method which the Bureau of the Budget report pro- 
poses as the most reasonable and appropriate method for handling 
foreign currencies in most countries, for in most countries we do not 
have an excess supply; indeed, we do not have enough foreign cur 
rencies to meet the normal needs of the State Department, the Defens 
Department, and others that are operating abroad. 

Hence, the best way to deal with those currencies is to permit them 
to be sold to ordinary appropriations as they carry out operations 
abroad. And I believe, to some extent, the Public Health Service, for 
example, in its ordinary operations will have occasion to obtain cur 
rencies from the Treasury, charging the ordinary appropriations 
and having the credit go to whichever fund of the Treasury owns the 
currency. 
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This method is the one that produces the least accounting diffi- 
alties. It produces the greatest degree of congressional control, we 
ielieve. It brings the demand for the use of the currency into com- 
petition, in a sense, with other programs, and enables ( ongress in 
the course of its action on regular appropriations to determine the 
appropriate way in which our assets should be used. me 

Now, there is a second method that can be used to make foreign 
eurrencies available, and the President's budget proposes the use of 
this method also. That is, to provide for special foreign currency 
programs 1n the appropriation bills. ‘The budget this year includes 
special foreign currency programs totaling $73 million. These occu 
intwo circumstances. 

Some of these are programs in the six countries where we have an 
excess Of foreign currency. In the cases where we have these ex- 
cesses, 1 think we must frankly admit that there may be some Gov- 
emment programs that we could appropriately use the excesses to 
carry out, but that the programs might not stand the test of competi- 
tion for dollars if the alternate choice were to spend dollars to buy 
currencies from the banks. 

Hence, of the $73 million which is set up in the budget for special 
programs, at least $39 million is for programs which are in the six 
countries where the excess currencies occur. And they are programs 
which some people might speak of as lower priority programs, ones 
where it is appropriate to use the currencies, because we have an ex- 
cess. If we did not have an excess, there would be less reason to 
think that they would want to carry out the program to that extent. 

Now, the remaining amount of the $73 million which is in the 
President’s budget for special programs, a total of $34 million, re- 
lates to currencies which have arisen under the sales agreements for 
Public Law 480 commodities, where the agreement has restricted the 
use of some portion of the currencies to particular US. uses. Since 
we cannot use the currencies for other purposes, since we cannot sell 
thm to ordinary appropriations, they are being handled through 
these special foreign currency programs, and there is $34 million in 
the budget for that. 

Of these total special foreign-currency programs in the budget of 
$73 million, the President has recommended $3,707,000 particularly 
for the Public Health Service. And TI have here, Mr. Chairman, a 
copy of some of the material appearing on pages 595-596 of the bud- 
get on that. 

Mr. Roperts. We may just file it for the information of the commit- 
tee because it is already in the budget. 

Mr, Titer. You will notice, Mr, Chairman, that the appropriation 
language which appears toward the top of the page and is printed in 
italic is that which is proposed for the appropriation this year. It 
indicates that the amount recommended would be available “for the 
purposes authorized by section 104(k)” of the Agricultural Trade 
Development and Assistance Act. Section 104(k) provides for cur- 
rency to be used and I quote: 

To collect, collate, translate, abstract, and disseminate scientific and tech- 
nological information and to conduct research and support scientific activities 
overseas, including programs and projects of scientific cooperation between the 
United States and other countries, such as coordinated research against diseases 
Common to all of mankind or unique to individual regions of the globe, and to 
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promote and support programs of medical and scientific research, cultura 
educational development, health, nutrition, and sanitation: Provided 
foreign currencies shall be available for the purposes of this subsection (in 
dition to funds otherwise made available for such purposes) only in i. 
amounts as may be specified from time to time in appropriation acts * * = 


Lay 


At the bottom of the sheet which I have just handed you there j 
shown, in thousands of dollars, the sariaaliaien by country of thy 
$3,707,000 special foreign currency program estimate for the Publi 
Health Service. 

You will observe that $3,459,000 occurs in the six countries wherey 
have more currencies than we need. . 

The remaining $248,000 occurs in Brazil ($160,000) and Indonegy 
($88,000), where we do not have an excess of currencies, but whep 
certain currencies are so restricted by the sales agreements that thy 
money is not available for general purposes at the present time, Iti 
proposed, because we can use these moneys for the purposes of sectip 
104(k), to make them available for the Public Health Service ag her. 
tofore stated. 

Mr. Roserrs. Right at this point, Mr. Tiller, these methods apph 
to the unrestricted currencies, do they not ? . 

Mr. Titter. The method which I have just described applies ton 
stricted currencies or excess currencies. The first method 

Mr. Roserrs. To get to the restricted currencies, to reach them, » 
have to have agreements, is that right ? 

Mr. Trier. Yes. 

And following the agreements, we must then have action in ang 
propriation act to them available. 

What I have just been describing is, in effect, the second metho! 
which relates to two different subpoints. The second method is th 
method of special programs in appropriation acts and it relates 
two subheadings, if you will, (@) currencies in “excess” countries ai 
(6) restricted currencies in the “nonexcess” countries. 

Mr. Roserts. That is the $73 million figure ? 

Mr. Titter. Yes. $73 million covers them both and the $3,707 
for public health covers them both. 

There is a third method that Congress could employ if it chos 
which I have not yet discussed, and that is what is called “back-dow 
financing.” That is, it would be possible, of course, for the Congres 
to enact legislation which would make foreign currencies availabh) 
without annual review through the appropriations process for 0 
particular purpose or another. 

There are, at the present time, a few uses, I believe, which migii 
be called back-door financing. The report of the Director of th 
Bureau of the Budget explains in some detail why that is consident 
unwise and inappropriate, and the President in his budget messi 
has indicated his strong desire to avoid such types of legislation @ 
methods of financing. 

We believe that it is more appropriate for legislation to mere! 
authorize the program, and for the use of the currencies to be pt 
vided from year to year through the regular process of approval! 
appropriation acts, 

The country uses, of course, as covered by Mr. Harvey, represtil! 
somewhat different situation, The President does not propose ths 
country-use currency (that is, currency which is for the country its! 
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and not for our agencies) to come under the appropriation processes 
because the setting aside of the currencies for country use is a neces- 
gry condition of the sales agreement. 

The failure of Congress to appropriate the money would, I suppose, 
constitute a breach of the contract with the other country, and, in 
effect, it is not for U.S. purposes in any event, but is really for the 
purpose of economic development or common defense in the other 
countries concerned. 

Mr. Roserts. Do you include in the country uses both economic de- 
yelopment and military or common defense ? 

Mr. Titer. Yes, if spent by the other country, or, in the case of 
eonomic development, by loans in the other country. 

Mr. Roserts. Would health research be included in the term “coun- 
try uses” ? 

Mr. Trier. Health research by the other country, yes; health re- 
garch by the U.S. agencies, no. 

Mr. Rozerts. But a combined program of research in which both 
countries are participating ? 

Mr. Trter. The money which the other country put up from loans 
or grants to it would be country-use money; the money which we put 
up for our agencies use would be United States-use money. 

Do you have anything to add to that, Mr. Harvey? 

Mr. Harvey. This gets into the question of relationship of what you 
are proposing to the foreign aid program. These country use funds 
that are used for economic development, loans, or grants to the foreign 
government, are clearly related to the foreign aid program. This has 
been recognized in that the responsible agency for these loans and 
grants is the ICA. Actually they are made under authority of Public 
Law 480 which authorizes the use of these funds for economic develop- 
ment. This term “economic development” which is a very broad term, 
clearly medical research is frequently involved and can be included 
within this area of development. 

I think the answer to your question is, yes, medical research is 
dearly within the country use. This is one of the primary things that 
can be done in economic development, and has substantially been done. 

John, do you want to say anything about this? 

Mr. Burnerr. John Burnett of the ICA. 

I think perhaps there are two features that might be pointed out 
with respect to what has been referred to as country use, one of which 
has been emphasized. One is that this currency’s use is governed by 
the purpose of economic development. 

Secondly, besides being governed by this purpose, these currencies 
are being used by mutual agreement with the other countries. In con- 
trast the U.S. use currencies are used by the U.S. Government for 
purposes which it determines and without the further agreement of 
the other countries. 

So with regard to country-use currencies, as we describe them, they 
may be used for the purpose of contributing to economic development, 
or in the case of subparagraph (c), the common defense. We would 
like the other country to participate in, and indeed take the initiative 
i recommending, the particular kind of uses for which they might 
want these currencies applied so that they will begin to do some of 
their own planning in terms of setting up their own priorities. 
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Now, within this framework, certainly it is recognized that the figlg 
of health generally—and we have indicated that that has been oy, 
of our primary fields in the past under these economic developmen; 
programs under title I—certainly it is recognized that health and yp. 
search, and particularly the field of health, very definitely can op. 
tribute to development. So long as it is determined that this reseape), 
will principally contribute to the development of the other count 





I would say that regardless of who performs the research, who js giv. | 


ing the benefits, if it is agreed to by the recipient country (since theip 
agreement is called for when they are using these so-called country. 
use currencies), it would be included under the development category 
in the act. The short answer is, we recognize that health research can 
be an economic development use. 

Mr. Roserts. Now, you might prefer to discuss this informally, Mp 
Burnett, but I thought while we were here I would like for you to 
comment on the effect of section 5(a) on this matter that we have 
just been discussing, the language of section 5(a), page 7. 

Mr. Burnerr. Yes, sir. 

Of course, we haven't had a chance to thoroughly study this, My 

saction is, as I understand the purpose and intent of this language, 
that it is to urge the President to use the authority he now has and 
funds that he has available pursuant to those authorities, to use them 
to the extent consistent with the basic purpose which governs thos 
funds to further section 2 of the bill; that is, the furtherance of health, 
science, and so forth, for the benefit both of the United States and 
other countries. 

So that this is an expression, I take it, of the congressional desir 
that the President within this scope try to emphasize, as far as he 
finds it consistent with his purposes, health, and research work. 

Now, this would be my understanding. Obviously, I don’t know 
what reaction we would have to it at this point. 

Mr. Rozerts. Now, have you had a chance to look at the language 
on page 11/ 

Mr. Burner. I haven’t had a chance to study it fully. But in (g), 
subparagraph (g) on page 11 of the bill, here is language which is 
intended, I take it, to provide authority for the use of foreign cur 
rencies. Now, it provides authority for the use of three categories of 
foreign currencies: First, foreign currencies generated through sale 
of surplus agricultural commodities under title I of Public Lav 
480, that is under the first sentence; second, foreign currencies which 
are generated and become the property of the U.S. Government 
through sales of surplus agricultural commodities under section 4 
of the Mutual Security Act, that is also within the first sentence of | 
(g); and third, under the second sentence of (g), foreign currencies | 
which are referred to as counterpart and which are generated through 
grants of commodities under the Mutual Security Act, and whieh 
become the property of the foreign country. I would like to empha 
size that distinction—the second sentence refers to counterpart foreigi 
currencies which are the property of the foreign country but whiel | 
under our agreement with that country may be used only with th’ 
agreement of the United States whereas the first relates to currencies | 
which become the property of the United States. 
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Now, having defined the three types of currencies principally in- 
volved, my initial reaction would be this: With respect to title I 
Public Law 480 currencies, I am not sure that this language would 
add to the authorities that are already available under Public Law 
490 title I at present, since first of all, as I think has already been 
referred to, under section 104(k) you have an authorization to use 
these currencies already broadly in the field of health, and education. 
Secondly, as you brought out, Mr. Chairman, under paragraphs (e) 
snd (g) of section 104 of Public Law 480, we have authority to use 
aurrencies for economic development purposes, which would include 
their use in the field of health and health research. And thirdly, in 
case that panoply didn’t cover all of the uses that would be covered by 
getion 2 of your bill. We have section 104(f) of Public Law 480, 
ghich permits the use of these currencies for any U.S. obligations 
abroad—and this bill, 1 would presume, would authorize the incurring 
of obligations for the improvement of health sciences. 

So that I would doubt that this adds any new authority to use for- 
eion currencies, title I foreign currencies, which isn’t already residing 
in title I, and it contains the requirement that currencies so used be 
aid for with dollars by making this authority subject to section 1415 
of the Supplemental Appropriations Act. 

Now, I might point out as a technical matter that when I refer 
to section 104(k), currencies may be used under section 104(k) for 
health without an appropriation of dollars, although you do go 
through an appropriation process in designating amounts which may 
be used for health. And, as Mr. Tiller has pointed out, there is not 
4 present requirement, and one is not proposed by the executive 
branch, that currency used for economic development under section 
104 go through the appropriation process. 

Now, there is at the pean time a technical problem which we dis- 
cussed with Mr. Borchhardt which apparently requires that we go 
through the appropriations process to use currencies for health within 
the area of economic development, although not for development uses 
in fields other than health and education. 

Now, I will address myself at the moment to your subparagraph 
(g) as it relates to title I currencies, and suggest that there does not 
appear to be on the surface, as I have seen it, any new authority for 
simplified procedures for use of these currencies. 

Now, with regard, secondly, to foreign currencies which come into 
US. ownership through sales under section 402, this language would 
appear to provide additional authority, since at present when we use 
mutual security appropriations to finance sales of surplus agricultural 
commodities and get the currencies back in payment for those sales, 
these currencies may under section 402 be used only for purposes of 
the Mutual Security Act; that is, Congress has asked us to use a part 
of these dollars appropriated for foreign-aid purposes as a first step to 
finance sales of surplus commodities for foreign currencies, and then 
instead use the foreign currency for the foreign aid purposes contem- 
plated. This language would authorize us to use the currencies re- 
sulting from these sales, not for a foreign aid purpose, but for health 
research whose purpose might be primarily for the benefit of the 
United States and to improve U.S. health. So that this would be 
additional authority, and insofar as I know, there is no other precedent 

53436—60 
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for this. There has not been a comparable authorization to use gy. 
tion 402 foreign currencies for non-mutual-security purposes, 

Thirdly, with respect to counterpart—that is, the foreign-country. 
owned currencies generated under the Mutual Security Act—tpj, 
would appear to provide some additional authority, since, as jn th 
case of section 402 currencies, we may now agree to the use of countey. 
part for any of the purposes within the scope of the Mutual Security 
Act which, as we emphasized several times, would include or could jy. 
clude health research which furthers the basic purpose of economip 
development or other purposes of that act. However, this langua 
relating to counterpart would in addition authorize us to agree tot 
use of such counterpart for what we could call a U.S. benefit yg: 
that is, for health research designed to meet U.S. health probleng 
without a dollar reimbursement. 

Now, I might point out that under the present law and agreements 
relating to counterpart, we provide that a portion of the counterpart 
which accrues to the foreign country through our grant commodity 
aid must be made available to the United States to meet U.S. requir. 
ments. So we now have authority, as Mr. Harvey and Mr. Tiller haye 
pointed out, to obtain a portion of counterpart to pay the bills for 
U.S. programs of health research. But at present, in order to secur 
such currencies, we have to pay for them with dollars, pursuant to 
legislation enacted by Congress. 

So that the principal change in this third category, counterpart, 93 
I see it on first reading, would be to authorize us to use a portion of 
counterpart for U.S. benefit use without dollar reimbursement. 

Now, I am simply undertaking to explain my understanding of the 
effects of this language right at the moment rather than to comment 
on its virtues. 

Mr. Roserts. I think you did a very good job. And I would like 
to say at this time, if there are any technical amendments that either 
the Bureau of the Budget or the ICA or the HEW would like to sub- 
mit, we would like to have them as soon as possible, because we would 
like to have benefit of those changes before we get to the full 
committee. 

Mr. Harvey. I would like to just remark that I think Mr. Burnett 
did not mean to leave the implication that this language as it stands 
here would cover only those three sources of currencies that he men- 
tioned, because the phrase “or which are otherwise available for 
utilization by the United States” would encompass any currencies 
regardless of source which are available in the Treasury. 

Mr. Roserrs. You are talking about line 17? 

Mr. Harvey. Lines 17 and 18. 

Mr. Roserts. “Or which are otherwise available”? 

Mr. Burnett. That is correct. 

Mr. Harvey. And I believe I am right in stating that this would 
not affect, or insofar as I know, add to existing authority to use thos 
currencies which are now available for the payment of U.S. obligt- 
tions in amounts covered by appropriation acts, which is precisely 
the same as they would be falling under. 

Mr. Roserts. Now, do you have any further comment? 


Mr. Harvey. At this point we invite your questions, Mr, Chairman. | 


| 
| 
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Mr. Rozerts. I would like this information from the ICA, as to 
what present health programs you are engaged in, and give us some 
estimate of the cost of each program. 

Mr. Burnerr. I will ask Dr. Campbell, Dr. Eugene Campbell, 
Chief of our Office of Public Health. 

[ would like first to clear up one point. Did you mean health pro- 

ms involving the use of foreign currencies, or also those including 
the use of dollars? 

Mr. Roserts. That is correct. 

Dr. Campsety. I am Dr. Campbell, Director of the Office of Public 
Health, ICA. 

Public health programs of ICA are using foreign currencies in 
some of the cooperative programs such as malaria control, water, 
community water supplies, and a few other activities of this nature. 
We are not using any, to my knowledge, of the foreign currencies 
in medical research. 

Mr. Roserts. You speak of the malaria eradication program, the 
community water supply development program, the WHO budget, 
and the American Health Organization? ‘ 

Dr. CAMPBELL. Yes, sir. 

Mr. Roserts. And UNICEF? 

Dr. Campsett. Yes, Mr. Chairman, those funds, or other sources 
within the Mutual Security Act, such as, for example, the funds that 
are used as grants to the World Health Organization, the Pan Ameri- 
can Health Organization, and the UNICEF for malaria eradication 
and research are from special assistance funds. Other funds of the 
special assistance category go into the worldwide community water 
supply development program. 

We are using some technical cooperation funds in projects in 
medical research in trypanosomiasis, or sleeping sickness, for example. 

We are using some of the Asian economic development funds in 
cholera research. 

Now, these various types of research, including the type of research 
that is contemplated by the World Health Organization and the Pan 
American Health Organization are for the economic development 
of the country in which we are carrying on our work. We feel con- 
fident, that these elements of research will lead us into the utilization 
of local currency for research by the host countries when these things 
get underway. 

I would say that over a period of 2 to 3 years we have been engaged 
in this kind of activity, and in a number of countries there are evi- 
dences already that will show that some of the advanced necessary 
steps in the country’s research can be financed through local currencies 
of one source or another, if they are available in that country. 

Mr. Rorerts. But as far as the money that we are spending in the 
World Health Organization and in the malaria program and in the 
Pan American and UNICEF program, these are not, strictly speaking, 
reseach activities ? 

Dr. Carpet. It is a little hard to distinguish between what is 
basic research and field trial research of this type. We have been 
doing the latter type for many years, making field trials, field studies, 
examinations of new methods and ways of approach, we have been 
doing this for years, and using nearly any source of funds authorized 
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in the Mutual Security Act for economic development for these pur. 
poses. 

Mr. Roserrts. I think it is very important that we make it cley 
that these programs, while they have some value incidentally as a eop. 
tribution to medical research, they are primarily programs designed 
in the field of preventative medicine, improving methods of sanits. 
tion, better water supply, and that sort of thing, rather than in the | 
field of health research. 

Dr. Campse.u. Yes, sir. I think that is exactly right, sir. Mog 
of our activities and most of the countries in which we are engaged jy 
these programs are in the so-called underdeveloped areas in which 
other kinds of research are not quite indicated. The most: indicated 
type of research is in the areas that relate directly to basic develop. 
ment. And just as I said, Mr. Chairman, those are the areas in whieh 
we have been carrying on this type of field trial examination type of | 
research in the so-called underdeveloped countries. : 

Mr. Rorerts. Now, you are probably familiar with this document 
from ICA counterpart fund and ICA currency accounts as of Sep. 
tember 30, 1959. I would like to call your attention to an item on page 
10 under the subheading, “Purpose of Country Withdrawals,” to the 
figure for health and sanitation, $36,187,000. Now, would you say 
that primarily those funds have been spent, as you mentioned a min- 
ute ago, in the field of preventative or probably epidemiological medi- 
cine rather than in the field of medical research ? 

Dr. CamppBe.i. Yes, sir. 

Mr. Roperrs. I wanted to ask the gentleman from HEW, Mr. 
Kevan, to comment also on the U.S. contributions to the budget of 


the International Health Organizations for the calendar and budget | 
year 1960. I wanted to be sure that the record is clear al] the way 


around. 


Mr. Kevan. You are referring to the contributions that were made | 


through ICA‘ | 


Mr. Ropers. Yes; through the information that the Department 
has supplied us on request. With reference to our letter, I would like 
ar 1 oe 
particularly to comment, not only to the general figures and break- 
downs, but also to the second page which shows percentagewise the 
’ . . 5 » > . 
amounts obligated by the fiscal year 1959-60 broken down into two 
parts; research project grants and training grants, training fellow. 





| 
| 


ships and research fellowships, No. 1 being research project programs, | 


No. 2 being training grants, training fellowships, and certain 
fellowships. 

Mr. Kevan. As you all know, the World Health Organizations con- 
tribution and the Pan American Health Organization contributions 
are not included in the AGW of the Mutual Security Act. 

As to being able to actually identify within the budgets of WHO 
and PHO those elements that are specificly restricted to research, it 
would be extremely difficult to attempt to break out. 

Now, with the stimulation from the United States in terms of the 
$300,000 grant that was made to PHO in 1958 for the purpose of 
studying, water research programs could be conducted under the at- 
spices of WHO. 


Now, that was our contribution on that. 
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Now, the planning behind that, however, the carrying out of that 
yesearch program, will be primarily included within the normal oper- 
ating budget of WHO and not by a. appropriations or a special 
account. How, you will note on table A, item 3. There is included 
in the present program for the Mutual Security Act, which has not 
yet been submitted to the Congress, there is an item for a $500,000 
special supplemental contribution to the new research program of 

0. Now, in the WHO regular budget there is provided an item 
of $500,000, which would then give WHO a total budget for specific 
research activities. They feel that they could carry on properly within 
their quarterly appropriations of $4 million. 

Mr. Roserts. Do you know what type of program that is? Is that 
anutritional program ? 

Mr. Kevan. No; I don’t know. Perhaps Dr. Campbell could com- 
ment on that from a technical side. WHO has set up a special group 
of advisers working on this, which does include Dr. Shanahan from 
the National Institutes of Health, and we could give you some more 
detailed information for the record at a later date if you would like 
to have it. 

Mr. Rozerrs. We would like to have it. 

Mr. Kevan. As to what is presently contemplated. 

Now, on the second page, with reference to the specific NIH pro- 

ms, these were the programs and ay and grants that were 
within the normal grant process of NIH. These go through the nor- 
mal process of NIH in the form of study groups, advisory councils, 
and so forth. As you can see, these have gradually gone up each 
year. They are included in our normal appropriations request for 
the National Institutes of Health, and must compete with the normal 
requests and grant requests that come into NIH through the normal 
grant procedures over there. 

These are the ones on the second page in terms of the national 
health research and research and assistance, and foreign assistance 
institutions. There are grants which are made to foreign scientists, 
foreign institutions abroad, and also to the training grant, trainees, 
research, fellowships, the visiting scientists’ programs, and so on, out 
there. They are considered a part of the normal operating budget 
of the NIH to compete with all the projects within that budget. 
They are only different in the terms of the fact that they are aid 
programs to foreign scientists or to American scientists residing 
abroad rather than here. As I say again, they are based entirely on 
the merit of the project, it is not because of any currencies avail- 
able in that country. These are projects that are considered to be in 
the charter of the Public Health Service Act in terms of the National 
Institutes of Health activities. 

Mr. Roserts. Thank you very much. 

Now, I think we have covered the ground pretty well. There will 
probably be some questions from the subcommittee. 

Mr. Nelson ? 

Mr. Netson. No. 

Mr. Roserts. Mr. Brock? 

Mr. Brock. I would like to ask the last witness just one question, 
whether or not you can furnish to the committee a breakdown of 
these expenditures of funds in these various fields, either for the 
record or for the study of the committee. 
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Mr. Kevan. You mean in terms of the NIH grant? 

Mr. Brock. Yes. 

Mr. Kevan. As to what fields they are in? 

Mr. Brock. Yes. 

Mr. Kevan. Yes, sir. 

Mr. Brock. That is all I need, Mr. Chairman. 

Mr. Rozerts. Mr. Rhodes? 

Mr. Ruopes. No, sir. 

Mr. Roserts. Mr. Rogers? 

Mr. Rogers of Florida. I have a few questions. 

First of all, as I understand it, there are six countries where we 
have excess currencies—— 

Mr. Harvey. Yes. 

Mr. Rocers of Florida (continuing). Today under any program 
that would not require any agreement with countries on research pro- 
grams, or where we have those excesses, those excess currencies ar 
within our control entirely ? 

Mr. Harvey. They are within the U.S. control entirely. 

Mr. Rocers of Florida. So, then, there is no problem about working 
out agreements with the nations involved ? 

Mr. Harvey. No. They may be used within those countries. Usp. 
ally these are, all of them, relatively weak currencies. If we tried to 
use these currencies, for example, to buy a substantial amount of their 
products for use in a third country, that would put a strain on their 
balance of payments and we would be unable to do that. 

But, in terms of carrying out a research program in that country, 
yes. 

Mr. Roserts. Will the gentleman yield? 

Mr. Rogers of Florida. Yes. 

Mr. Roserts. For instance, in a lot of fields, for instance in the 
field of typhoid—we have very little of this any more—and in order 
to keep up with what is going on and to know whether or not certain 
types of vaccines are still effective, it is frequently necessary that we 
go to another country where they do have it. 

Now, would such a program, you think, be workable or could it be 
worked out under this bill in these countries with excess currencies! 

Mr. Harvey. Yes; I think so. I believe it would probably be ad- 
visable in carrying out any such program to carry it out in connection 
with the public health authorities of those countries. I think it would 
be desirable from our point of view, as well as theirs. 

Mr. Rogers of Florida. In other words, it could support our own 
people being sent in there to carry on research in that country? 

Mr. Harvey. Yes. 

Mr. Rocers of Florida. Now, the rest of the countries where we 
may have funds, as I understand it, since there is no excess, where 
we do have certain funds available, it would have to be worked out by 
agreement with the country ? 

Mr. Harvey. No. The difference between the six countries and the 
other countries is this question of judgment as to where we have funds 
which are clearly in excess. The currencies which are indicated on 
this table as being restricted are restricted in this rather peculiar sens? 
of being available only for special foreign currency programs al- 
thorized within section 104 of Public Law 480, but available for the 
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United States to use for any of those programs, or for any certain 
of those programs. — ee 

They are not available for the payment of obligations covered by 
normal appropriations which would be, in effect, a dollar savings 
from our point of view or a loss of dollar income from the point of 
view of the host country. ne 

Mr. Rogers of Florida. I was thinking of carrying on medical 
research, for instance, the program we are discussing now. In other 
yords, to get at the availability of these restricted funds, would we 
have to put some provision in the laws? Could we put any? Or, is 
there any way we could reach it now ? 

Mr. omen. Yes. , ?' 

The simplest and most effective way of getting at these funds is 
with a dollar appropriation. Then you have an appropriation to 
carry out the program, because it is a good program and needs to be 
carried out. 

If at the time of making the obligation or the disbursement the 
Treasury has at that time an adequate supply of currency to meet that 
obligation, the currencies are used for the purpose, and there is no 
roblem. 

If at that time the Treasury does not have an adequate supply of 
currencies, dollars are used to meet the obligation, and there is still 
no problem. ' 

Mr. Rocers of Florida. If we didn’t want to use dollar appropria- 
tions—but rather wanted to use local currency. 

Mr. Harvey. With the exception of these restricted currencies, 
which are table B, authorizing the use of foreign currencies outside 
of the six countries where we have a clear excess has roughly the same 
effect of a dollar appropriation, because in the other countries use 
of foreign currencies would consume currencies which would other- 
wise probably in a fairly short space of time be used to substitute for 
dollars which were under a regular program. 

So that when that somewhat later expenditure comes along, dollars 
would have to be spent for it, and the dollar savings are lost. 

Mr. Rocrrs of Florida. Are you considering funds, for instance, 
that are in what we call the control of that country by agreement? 

Mr. Harvey. No. 

What I am talking about here is the U.S. use funds. 

Mr. Rogers of Florida. Are these funds which are under the con- 
trol of their government, which have accrued out of, what would it be, 
Public Law 480 

Mr. Harvey. Or the mutual security program. 

Mr. Rogers of Florida. Or mutual security. Now, can we enter 
into agreements 

Mr. Harvey. Yes. 

Mr. Rogers of Florida. Can negotiations be carried on so that 
those funds can be used for this purpose without dollar appropria- 
tions? 

Mr. Harvey. Yes. 

Mr. Rogers of Florida. For instance, in Austria, I see an avail- 
ability estimate here of restricted Public Law 480 proceeds of 
$206,000 for medical research. 
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Mr. Rocers of Florida. Now, when I was in Austria in Decembe, 
I understood that we have there something like $400 million. 


that be true? This is what the Embassy gave me there. ~_ 
Mr. Harvey. I don’t know where they got that figure. 
Mr. Rocers of Florida. Not for medical research ? 
Mr. Harvey. No. 
Mr. Rocers of Florida. But currencies that have been given to 
Austria that should accrue to joint use—they may be under Rusts | 


control, I don’t know how much. 
Mr. Harvey. The only thing that I could imagine could be such , 
large figure in Austria would be an accumulated program unde 


counterpart that had accumulated since 1946. That might come that 
bi 


Mr. Burnerr. The amount of currencies under 480 available in 
Austria for all types of uses is at present the equivalent of a little ove 
$9 million. 

Mr. Rocers of Florida. Could you give us the total overall fo 
Austria of all currencies of all types, or do you have that ? 

Mr. Burnerr. We do have it, and as of September 30, I believe 
the total that we have—the total as of June 30, 1959, is $58 million, 

I wonder if I might make clear one point, sir. You asked, with 
respect to so-called excess U.S. use currencies, whether under this bill 
they could be used for health research. 

And Mr. Harvey indicated they could be used at present for inter. 
national health research without the bill, again to the extent that we 
got currencies approved for such uses under section 104(k). 

So there is present authority to use these U.S. use currencies in the 
so-called excess-currencies category for health activities, to the extent 
that the currencies are approved for use for that purpose by Congress, | 

You then asked, how about currencies that are available for s0.- | 
called country use—the so-called country use currencies that are avail- 
able for use by agreement with the other country. And you asked, 
could those be used without going through the appropriation proces, 
Now, up to now the answer to that question would be very definitely | 
yes. However, last year a provision was inserted in Public Law 48) 
which very much clouded the picture in that regard. Congress— | 
I will be frank to say against our urging to the contrary—inserted 
a provision in Public Law 480 which said that after June 30, 1960, 
currencies may be allocated under any section of title I for purposs 
specified in 104(k), which include health, and specifically health r- 
search, only in amounts approved by the Congress. 

So that this may well have left us, and we are fearful that it has 
left us, in a position where, when we have currencies available for 
economic development to be used by mutual agreement. with the other 
countries, we can use them for other sectors of economic development 
activity, perhaps agriculture or small industry, without going through 
the appropriations process, but maybe we will have to go through the 
appropriations process when we want to further development through 


Mr. Rocers of Florida. Maybe you can straighten us out on this 


activities in the field of health and education. 


Please correct me if I have misstated that. 


Mr. Harvey. To come back to your reference to the Austrian figun 


on table B, I think there might be a possibility of a misunderstanding 
here I want to clear up. 
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I believe you implied that you felt the $206,000 indicated here was 
available for medical research. That is not the case. T hese numbers 
in that column are the amounts which are available for some or any 
of the special foreign currency programs authorized by section 104 
of Public Law 480. In this particular case, that includes amounts 
which were reserved under the sales agreement with Austria in part 
for educational programs in Austria, and in part for the purchase of 
Austrian goods for shipment within the mutual security program to 
third countries. uy 

We are including—there is included in the budget proposal for 1961 
for approval by the Congress—an amount for the educational pro- 
orams; that is the $152,000 that you see there. 
~ Mr. Rogers of Florida. Then it is not, as stated above, available- 

Mr. Harvey. That refers to the fourth column, that is the remain- 
ing availability, that could be made available for medical research. 
These are U.S. use currencies which are available for special foreign 
qurrency programs of the United States, including medical research, 
as authorized by the Congress, but without further agreement with 
the foreign country. 

Mr. Rocers of Florida. So this is not a chart on funds for co- 
operative medical research, then 4 tg 

Mr. Harvey. Only the fourth column would be the possibilities for 
medical research. 

Mr. Roserts. If I may interrupt, Mr. Rogers, with reference to 
the country columns, where agreements are entered into, what is the 
usual length of those agreements, and what is the nature of the type 
of contract that we enter into / 

Mr. Harvey. The basic agreement is the sales agreement which 
covers the shipment of the commodity. It usually covers shipments 
required or estimated to be required for a 1-year period. The com- 
mitment on the country use of funds is generally that they will be 
used for projects to be mutually agreed within 3 years after collection 
of the funds. If within that 3-year period agreement cannot be 
achieved between the two countries as to what the funds should be 
used for, then they revert to U.S. control. So far, during the 5-year 
hfe of the program, we have not yet had to exercise that authority. 

Mr. Roverrs. Is there any cause that could lead to negotiation be- 
fore the end of the term specified in the agreement ? 

Mr. Harvey. Yes; there is provision in all the sales agreements for 
either party to raise any question that it wishes for negotiation in 
connection with the sales agreement. 

Mr. Ronerts. What would you say, Mr. Burnett, with reference to 
the NSA funds, the contracts there ? 

Mr. Burnerr. Well, with regard to counterpart, there we normally 
enter into what we call release agreements at the time the counterpart 
is to be committed to a particular use. We normally do not, as we 
may in the case of title I sales, have one overall agreement as to par- 
ticular amounts that might be used for major fields of activity. 

There is no time limit on the period when we and the other country 
must come to agreement on use of counterpart. On the other hand, 
generally speaking, counterpart moves rather rapidly. For example, 
with respect to the $58 million that we referred to as a balance in 
Austria, that does not mean that nobody has any plans or understand- 
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ings with respect to that balance of schillings. Those are undisbursed 
balances in the various schilling accounts, and there may be, and cp. 
tainly are, agreements and understandings as to what these should be 
used for to a certain extent. But with regard to counterpart, jf] 
understand your question correctly—is there any time period within 
which we must come to agreement—the answer is no. And generally 
speaking, our experience has not suggested the necessity of such a ting 
period. 

In addition, of course, in the case of counterpart, these are cpp. 
rencies which are the property of the other country, and they may 
have greater incentive to come to an agreement with us to use then 

Now, with regard to what we call section 402 currencies under the 
Mutual Security Act, which come into U.S. ownership through MS§p. 
financed sales of surplus commodities, here we may have some, and 
do, have understandings at the time we make the sale as to what we 
are going to do with the currencies that we get back from the sales 
Indeed, this is generally one of the inducements to the other country 
to buy the surplus commodity in the first place. They want to knoy, 
well, if we buy this surplus commodity, what are you going to do with 
the currency we pay you for them. And we usually are anxious ty 
try to come to an agreement as early in the process as we can. Byt 
here we have no time restriction imposed on the period in which the 
other country and we must come to an agreement on the use of thow 
currencies. 

Mr. Rocers of Florida. Haven’t a great number of funds been han. 
dled in those countries as loans, and so forth, that have been paid back! 

Mr. Burnerr. Yes, counterpart, some, not a great amount—I have 
te keep distinguishing between the different categories. But in the 
case of counterpart, yes. 

Mr. Rocers of Florida: Now as to these figures, for instance, in- 
cluded in your $58 million, and so forth, for Austria? 

Mr. Burnertr. $58 million for Austria, for example, would include 
all three of these categories, first of all, title I, Public Law 480, US- 
owned sales proceeds, available for U.S. use, or for Austrian benefit 
use. Secondly—I haven’t checked here—but it might include some 
schillings left over from previous section 402 sales under the Mutual 
Security Act, schillings owned by the United States. And thirdly, it 
does include balances in the Austrian-owned counterpart account. 
Now, each of these three categories of schillings could have been and 
can be used to assist on a loan as well as on a grant basis. Now, when 
counterpart is used for loans, we approve the release of counterpart 
for loans, and the law now requires, the Mutual Security Act requires 
that the United States again agree to the use to be made of the 
repayments. 

Mr. Rocers of Florida. The repayment. That is what I want. 

Mr. Burnett. Yes. 

Mr. Rocers of Florida. Those figures are included in what have 
been included at the end of 1958—— 

Mr. Burnett. Not necessarily, because when we say the counterpart 
is released for loan purposes, we have to approve the use of the loa 
repayments, but we do not require necessarily that the repayments go 
through the counterpart account. 
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Mr. Rocers of Florida. That is what I wonder. Then there are 
funds actually being used not reflected in the figures we have? _ 

Mr. Burnett. I would guess that that would be a very minimum 

t. 
Mr, RocERs of Florida. It may, but it could be considerable, I pre- 
sume, in some instances. — apa hi : 

But there is no point in going into that, I didn’t mean to get into 
that. : 
But I just wonder how the repayment of the loans is handled. They 
aren't actually run through the fund again ? 

Mr. Burnerr. Again I would distinguish. In the case of counter- 
part which is released for loans, the repayments—you remember the 
Austrian-owned counterpart—in the case of counterpart which is re- 
Jeased for loan purposes, the repayments on those loans would not 
necessarily go through the counterpart account. That would normally 
be the case whether we used the counterpart funds or whether we—— 

Mr. Rocers of Florida. Or the Government program where they are 
loaned — 

Mr. Burnett. That is correct. 

Now, on U.S.-owned currencies we are in a different position when 
our currencies are used for loans, or 402 currencies are used for 
loans. Those repayments come back to the United States. And under 
section 505 of the Mutual Security Act they are available only for 
designated purposes, the first of which is sale for dollars, the dollars 
going to the Treasury. Now, under Public Law 480, we have been 
advised recently by the Comptroller General that it is not clear 
whether repayments on loans made under Public Law 480 are available 
under the present law for reuse or not. 

Mr. Rocers of Florida. I see. Thank you. 

Mr. Burnett. He has indicated they are not. 

Mr. Roserts. Do you want to add something to that, Mr. Harvey ? 

Mr. Harvey. I just want to make clear, on this question concerning 
the counterpart funds, that did not apply to loan repayments under 
Public Law 480. They are included, insofar as there are any antici- 
pated, in the supply column of table I that I referred to, and they are 
available for use in the payment of obligations through the regular 
appropriations process. 

Under the Public Law 480 agreements with Austria, which have 
totaled about $40 million,—if you refer to table VII on page 533 of 
this special analysis, you can see the pattern by country under the 
Public Law 480 agreements. In Austria, for example, there have 
been nearly $41 million worth of sales agreements, under which there 
have been commitments for loans and grants in the country of $26 
million, and those in this case have all been for economic development 
loans. 

Mr. Rocrrs of Florida. Would the repayment of those loans be 
reflected in the figure ? 

_ Mr. Harvey. The repayment of those loans has just started to come 
in in the last year or so. The Austrians have the option of paying 
either in dollars at a lower rate of interest or in their own currency 
at a somewhat higher rate of interest. The first two or three pay- 
ments they in fact paid in dollars, taking advantage of the lower rate 
of interest. And any anticipated repayments are reflected in the 
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supply column on table I. But if you will notice, under Austria th 
anticipated supply is only $700,000, and the anticipated requiremenys 
come to some $3 million. So that even with those loan repayments 
we will be short of schillings. , 

Mr. Rocers of Florida. But if they are not repaid in dollars, they 
are not necessarily reflected: is that correct ? 

Mr. Harvey. No: this table I includes only foreign currencig 
These are the dollar equivalent of foreign currencies. So if they ay 
anticipated to be paid in foreign currencies, they could be reflected: jf 
they are anticipated to be paid in dollars, they would not be in this 
table. : 

Mr. Rogsrs of Florida. On the counterpart funds, as T understand 
it, then, you say that there is no time limit on which we have any 
control at all, there is really no time limit / 

Mr. Burnerr. By which we can compel them to come to agreemens 
with us, is that correct ? 

Mr. Rocers of Florida. Control over the funds—we do not ge 
complete control of their counterpart funds? Is there a time limit on 
that ? 

Mr. Burnerr. No. The only time when they have complete control 
of their funds is when, as in the case of Ireland, the aid program 
comes to an end in that country, and we come to agreement with that 
country on the disposition of the account. And Congress has pro. 
vided for Congressional review of such agreements. 

Mr. Rocers of Florida. I just wonder now, Dr. Campbell, hoy 
many staff people do you have that work with you on public health, 
your research programs ¢ 

Dr. Camppett. You mean in Washington, or in the field? 

Mr. Rocers of Florida. Overall. 

Dr. Campseti. We have a total of about 350 persons in health— 
doctors, engineers, and nurses—distributed in about 44 different cou- 
tries, the size of the groups depending upon the size and complexity of 





the program, and they are engaged in general health programs | 


| 


Some of them are engaged in work relating to international medical 
research. 

Mr. Rogers of Florida. How many would you say devote their 
time to the international research program? Could you perhaps 
supply us with that figure? I know you may not have it now. 

Dr, Camerety. It is a very difficult thing to determine, the cost, 
when you have a public health specialist, for example, in a country, 
he is working with counterpart authorities of that country, and they 
may be engaged in examining new methods, or trials, new approaches, 
or administrative practices—— 


Mr. Rocrers of Florida. You have no one devoting all of their time | 


to research, then ? 

Dr. Camesety. All of our people are devoting large amounts of 
their time to this applied type of research. About 12 persons ar 
engaged full time in this applied type of research. 

Mr. Rocers of Florida. In medical eyes, what would it be? 


Dr. Campsen.. If you were to make the determination or distinc | 


tion between what you call basic research and this applied type of 


research we have been talking about, we would say that we have no | 


one engaged in basic research. 
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Mr. Rocers of Florida. No one in research ? 

Dr. CampsBe.L. In basic research that is just for the attainment of 
knowledge. 

Mr. Burnett asks about cholera, Our approach to cholera is again 
one of economic development; it is a very important element in the 
development of the economic planning of the country in which we are 
studying cholera, And all of the persons involved in this activity, 
their justification is under the fact that they are going to contribute 
to the economic development of that country by working and study- 
ing the problems of contro] and eradication of cholera. 

Mr. Rogers of Florida. Then your statement is, You have no people 
devoting their time to it 

Dr. CampseLL. Out of this work may come some added knowledge 
about cholera. 

Mr. Rocers of Florida. But you are not doing it just for the 
research 

Dr. Campse.i. That is correct. 

Mr. Rocers of Florida. Do you work in connection with the World 
Health Organizations too ¢ 

Dr. CamppeLt. Yes. Much of our work is coordinated with the 
World Health Organizations. 

Mr. Rocers of Florida. Thank you, Dr. Campbell. 

Mr. Kevan, could you tell us the number of people in NIH who are 
in, say, a world health research program? Could we get those figures, 
the staff figures / 

Mr. Kevan. I will see what I can find. I don’t know whether they 
have anyone actually identified as performing full-time services, As 
I understand, your question is In connection with international 
research as such ¢ 

Mr. Rogers of Florida. I was thinking of the work in connection 
with your foreign scientists that come over, and foreign institutions, 
and so forth. 

Mr. Kevan. You see, they just work in the regular laboratories and 
the regular staff members, so no one is devoting full time and super- 
vision to these people. 

Mr. Rogers of Florida. And who actually administers this foreign 
scientists program / 

Mr. Kevan. This goes through the regular mechanism of NIH the 
same as any other research grant, fellowship, activicy. 

Mr. Rocrrs of Florida. And could you give us the number of scien- 
tists that have participated in that program, the number of foreign 
scientists and institutions / 

Mr. Kevan. I will get that for you. 

Mr. Rocers of Florida. And if there have been any that have been 
supported in other nations other than our own where NIH does par- 
ticipate. 

_ And lastly, could you give us the dollar amount or stipend for vis- 
iting scientists. It probably doesn’t amount to much. I don’t know, 
I would just like to know. 

Thank you, Mr. Chairman. 

Mr. Rogerrs. To go back just a minute to this matter of what this 
program contemplated by this bill would do, I think Dr. Campbell 
would be the proper one to answer this question. Is it your idea that 
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this would be supplemental to existing programs, or would we be et. 
ting into a new field? What I am trying to get at is, is it your opin- 
ion that this bill would not duplicate the present programs eXcept 
incidentally ? 

Dr. Camrpneti. Mr. Chairman, that is a very difficult question ty 
answer. I may say this: That it would appear to me, from reading thig 
bill as you have it here, that there are certain areas such as research jp 
heart disease and cancer in the developed countries of the world tha 
could be engaged in for the acquisition of knowledge itself. 

Mr. Roserts. In other words, the attamment of new knoweldge, » 
to speak ¢ 

Dr. CAMPBELL. Yes, sir. 

Mr. Roserts. Whereas in the other programs in WHO, and in the 
Pan American effort, and UNICEF, we are utilizing knowledge tha 
we already have. 

Dr. Campse.u. We are utilizing knowledge that we already have, 
or we are in a sense perfecting that knowledge as it is related to the 
development, economic development, of a country. 

There are many countries, 1t seems to me, that have not developed 
to a point where their people would want to engage or would be 
required to engage in research for knowledge’s sake. Their interests 
are primarily in the area of the economic development of their coun 
try. 

It seems to me again that it was in this area that ICA has authority 
to do research; field trials, examinations, adaptations, perfection of 
methods and techniques of public health administration, or specific 
disease control. All of these being for economic development, it would 
seem here might be an area where there might be duplication. 

Mr. Roserts. To the extent that it is not deemed economic develop. 
ment, do you think that this bill would bring us into a new field and 
avoid duplication ? 

Dr. Campse.. I do believe that research is very hard to divide wp 
into parts. There certainly is one aspect of it that is, as I said, 
related to certain diseases (heart disease and cancer) of the developed 
countries for acquisition of knowledge itself. Under the terms of 
104(k), it seems to me that this section authorizes an area of research 
that can be considered less related to the economic development ofa 
country than the kinds of research in which we are engaged as! 
mentioned above. 

The principle to me is sound. Research of all types is necessary. 
But it is very hard to compartmentalize research, or to define it 
clearly in terms of what is basic research for knowledge’s sake, ot 
research that has some utilitarian aspects in it. 

Mr. Roserts. Mr. Rogers. 

Mr. Rocers of Florida. Wouldn’t any research that would ee to 
overcome a disease that affected a nation be an economic benefit! 

Dr. Campseti. We have authority for this, and within the limits 
of our ability, and within the requests that we have received from the 
underdeveloped countries, we are engaging in this kind of research 

Mr. Rocers of Florida. So that any disease, where there is a disea® 
that would affect either the manpower or the livelihood of the people, 
it seems to me it could definitely be related to economic benefit. 

Dr. Campset. Yes. 
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Mr. Rocrrs of Florida. Now, on these funds, the point you men- 


‘ 
ad tioned there, on those funds that are under the control of the nation 
capt before they could be used, must that nation initiate the request, or 


can our Government initiate a request for the use of those funds 
Nn to Mr. Burner. Generally speaking, we would hope, insofar as pos- 
rthig | sible, that the other country would have initiative in reviewing its 
ch in | needs and priorities. _ y ; 

that Mr. Rocrrs of Florida. Would there be any compulsion for us not 
to request that the funds be used? ol 

Mr. Burnett. My impression is that we definitely would prefer not 
to go in and tell the other country how to use its resources and assets 
for development. Generally speaking, we lean very far the other 
1 the | way. Obviously we sometimes stimulate ideas and thinking, but on 
that | the whole we are not trying to go in and prescribe for them what they 

ought to do for their own good. It is a matter of mutual discussion 

have, andagreement. ‘ at ARH. i 
> the Mr. Rogers of Florida. What I was thinking, for instance, if we 
pass this bill, and it is the intent of Congress that encouragement be 
oped } given for the use of this type of funds by this country, would there 
dbe | beany hesitation on our people to go in and suggest that this is the 
way we hope these funds would be used, and we would hope that they 


se, 80 


a would initiate it. 1 
Mr. Burner. As I think has been indicated, and I gather is true, 
vrity | both for the U.S. benefit research, and what you are talking about 
not | specifically, country benefit research, we now have the authority to 
scifi conduct such research and to utilize the currencies for such research. 
ould | So that basically what you are asking, as I understand it, is that 
if Congress expresses the desire that we explore with a little more in- 
lop- | tensity the opportunities to channel these currencies into research to 


and} further basic objectives—HEW’s or our economic development type 
of objective—would we do so. I am sure that we would. We could 
ourselves explore, and we could explore with other countries, the op- 
said, portunity for greater use of currencies for research. _ 

I might at the same time say that this isn’t just of interest to Con- 


oped ; ; 
ee gress. It certainly also is of interest to the executive branch. I think 
arch | We have a large common interest, certainly HEW and the committee 


of, and Dr. Campbell, in emphasizing the important role of health and 
research, so that 
Mr. Rogers of Florida. You feel representations could be made to 
ary, | these governments, then, to encourage their initiation of a request? 
Mr. Burnerr. Informally, normally through our missions, we could 
sit down and talk with them about these things, and we could urge 
our missions to ask them to give particular thought in the question of 
priorities, as to particular use of currencies for research in their 
ty) | development of programs. 
p Mr. Rocers of Florida. If it were the intent of Congress that these 
mits | PPOgrams were to be initiated and get going, could we even go further 
the | Just informing them, couldn’t we actually request them officially to 
| initiate a program like that ? 
ren Mr. Burnett. Legally, yes. We may well find that this would 
ke present some serious problem. It is legally possible to require that 
| Weask the other country to use currencies for research. Now, they 
can’t be bound to ask for currency for research. In most cases they 
have to borrow those currencies and pay them back on a loan basis. 
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And they might not take kindly to the notion that we are going to tal 
them specifically what to do with that currency that we want to lend 
them for their benefit. 

Mr. Rocers of Florida. I realize that it would raise some problen, 
However, do I understand that we have some say-so in the use of 
those funds? 

Mr. Burnett. Yes, very definitely. In every case we agree—it jg 
by mutual agreement that these funds are used. The question is wha 
we should normally do on what we call country-use currencies, We 
have not usually said, we predetermine on a worldwide basis that this 
particular kind of activity is to be given high priority by every coup. 
try in using what they consider to be currency for their use which 
they must repay. 

Mr. Rocers of Florida. But we could withhold agreement if yp 
funds were used for this other project ? 

Mr. Burnett. That is correct. We could withhold it. 

Mr. Rocers of Florida. Thank you. 

Mr. Roszerts. You may have noticed that Dr. Flemming has p. 
cently issued a press release telling us about the proposed agreement 
with the Russians, where the details of the exchanges in the health 
field would be worked out by the Surgeon General, or whatever cor. 
responding office they have in other countries. I just wondered if yoy 
think that it would be better in the future if we followed a pattern of 
that kind in this particular field of health, that these agreements be 
worked out by the Public Health Service. 

Mr. Burnett. I am not familiar with that. That is outside the 
oe 

Mr. Kevan. There is a provision in the so-called Thompson-Zhukoy 
so-called recently negotiated continuation of the East-West exchange, 
in which both the United States and Russia agreed that in the par- 
ticular field of health exchanges, that the details in the administration 
of the program would be worked out directly by the Soviet Ministry 
of Health and the Surgeon General of the Publhie Health Serviee, 
rather than going through the normal diplomatic channels and so. 

With reference to your specific question, Mr. Chairman, if I could 
comment on that, the problem that you get into there again is the fact 
that the—the basic question that Dr. Campbell can elaborate on—is 
the difficulty in distinguishing bet ween research for economic develop- 
ment and just research. 

If the Public Health Service were given this authority to do it, it 
would have to be clearly defined as to whether this is authority to 
negotiate for these outside mutual security purposes, or is this merely 
that we would be serving as the agent of ICA within the confines of 
the mutual security program, which may raise some difficult problems 

Mr. Roserrs. It has been the feeling of some that probably this par 
ticular bill we are considering today will give us a mechanical device 
whereby we could consider the interest of every department that might 
be concerned in this matter, the Bureau of the Budget, the State De- 
partment, and the Public Health people, and that we would have m 
this particular vehicle, something that would perhaps give us better 
coordination and open some windows that we haven't been able to opel 
in the past. 
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Mr. Kevan. In connection with the press release on the Soviet ex- 
change, at the same time the Secretary released a press release in con- 
nection with the establishment of an ‘interdepartmental committee or 
international health policy, just for this very ae pose of attempting to 
coordinate this as an advisory capac ity to the Secret: ary of the State, 
which members of that committee, of course, would be the Director 
of ICA, the Director of USIA, the Surgeon General, the Assistant 
Secretary of the International Organization for Health and chaired 
by Secretary Flemming. And within that basic framework of this 
volicy committee there is a subcommittee working group which has the 
technicians and the representative people from all the interested 
agencies of the Government, just for that particular purpose. 

“Mr. Rozerts. I might say when I read this statement I thought the 
Secretary had been reading my mail, because it was exactly what we 
were trying to do here with this bill-at least it is what we think we 
are trying to do. 

Anything further, gentlemen 4 

(No response. ) 

Mr. Roserts. I would like to thank all of you who have participated 
inour session for your contribution, and to say that if you have amend- 
ments that you think shoul | be offered to effect the items of the bill, 
we would be hi: appy to receive them. 

Mr. Harvey. Thank you very much, Mr. Chairman. We have en- 
joyed the opportunity y to appear before you. 

(The following information was submitted for the record in re- 
sponse to requests :) 

OrFICE OF THE SECRETARY, 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
Washington, Mareh & 1960. 
Hon, KenNETH A. Roperts, 
Chairman, Subcommittee on Health and Safety, House Committce on Interstate 
and Foreign Commerce, House of Representatives, Washington, D.C. 

Deak Mr. CHAIRMAN: During the course of the executive session your sub- 
committee held on February 12, 1960, you requested a statement for the record 
concerning certain aspects in the international activities of the National In- 
stitutes of Health in the U.S. Public Health Service of this Department. 

The requested information is herewith enclosed. If you, or the other mem- 
bers of the subcommittee, have any further questions on this data please do not 
hesitate to contact me. 

Sincerely yours, 
Roperr A. KEVAN, 
Department Coordinator of International Affairs. 


SPECIAL REPORT OF SELECTED INTERNATIONAT ACTIVITIES OF NIH, 
FEPRUARY 25, 1960 


GENERAL 


The general pattern and mechanisms for NIH foreign activities continues 
basically unchanged in the past 3 years: The greatest participation has been 
in support of research abroad by means of grants, and in the interchange of 
scientific personnel. These two have continued to represent approximately 80 
percent of funds in the international activities. 


PARTICIPATION IN WHO ACTIVITIES 


In 1958 the United States (from NIH funds) made available $300,000 to the 
WHO to organize “a special study of the role of WHO in research and of ways 
in which the Organization might assist more adequately in stimulating and co- 
ordinating research and developing research personnel,” and to prepare a plan 
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for consideration of the 12th World Health Assembly. After COnVeniNg soy 
15 groups of experts in various health ficlds, in which NIH was well represented 
such a plan was presented and adopted. ? 
A sum of $500,000 was allocated from WHO funds for this purpose, and g 
special account set up which could be used to receive special voluntary contri. 
butions in further support of the program. The United States (from IGA ¢ 
cial assistance fiscal year 1960 funds) allocated $500,000 to this fund, thus 
making $1 million available for 1960. The principles which will guide in the 
selection of research programs are: (@) Problems that are better resolved } 


world cooperative endeavor than by local groups, and (b) major problems for | 


Which local effort is inadequate because of the inadequate research potential of 
the area or because of the nature of the problem. 


FOREIGN GRANTS 


1. In the fiscal year 1960, approximately $3.8 million of NIH funds are esti- 


mated to be provided for the support of 250 grants. These grants went to Scien. | 


tists in some 33 countries of the world. Table 1 gives the distribution of 166 


grants made in the last complete fiscal year, 1959. It is estimated that the | 


various councils of the NIH will recommend more foreign grant requests during 
the forthcoming fiscal year, and a sum of $4 million is projected for grants dyy. 
ing fiscal year 1961. 

2. In 1959, a revised statement of policy on the use of research grant fund 
for foreign scientists was announced by NIH. This policy provides that such 
applications, assuming that they meet all qualitative scientific criteria, may be 
recommended for approval by study sections and advisory councils whep— 

(a) The research material is geographically so located that it can bette 
be studied outside the United States; 

(b) The research facilities are of such nature or in such location ag no 
to be duplicated within the United States; 

(c) The scientific problem proposed is considered highly advantageous 
to the health programs of the United States; 

(d) The stature and reputation of the applicant is sufficiently good as to 
justify a high priority for this application; or 

(e) The study section members recommend specifically and the counej 
accepts their recommendation that the specialized training and competence 
of the applicant are such as to provide a high degree of assurance that his 
findings will be of general importance to health, medical, and dental 
research. 

During fiscal year 1959, a total of 11,098 research grant applications wer 
reviewed. Of these, 10,855 were domestic and 243 foreign. For domestic grants 
9,000 or 82.9 percent were awarded. For foreign grants, 166 or 68.3 percent wer 
approved. Of the total applicants reviewed, 2.2 percent were foreign. Of those 
awarded, 1.8 percent were foreign. 


INTERCHANGE OF SCIENTIFIC PERSONNEL 


Table 1 gives the distribution of U.S. fellows from abroad, and foreign fellows 
training in the United States for the last complete fiscal year, 1958-59, including 
total stipend provided. 

A. Visiting scientist program 

Visiting scientist appointments are made to two groups of foreign visitors who 
come to the National Institutes of Health for varying periods of time. All are 
employed at the National Institutes of Health; in a few instances appointments 
were made at the Rocky Mountain Laboratory at Hamilton, Mont., and the 
Communicable Disease Center at Atlanta, Ga. 

The two groups are (1) research scientists of world renown, to carry on inde 
pendent research projects or to associate with scientists at the National Insti- 
tutes of Health, (2) research associates who are employed to pass on to National 
Institutes of Health specialized techniques they have developed abroad and not 
available in the United States. 

Appointments are by invitation from the Director of the National Institutes 
of Health. 


—---_—_—_—_—__ ————— EO ee 


| 
| 


One hundred and forty visiting scientists have been appointed during fiscal | 


year 1960. The total cost of the program for the year is $1,200,000, an increas 
from $685,000 for 103 individuals in 1958. 
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B. Guest workers 

The National Institutes of Health, in accordance with section 301(b) of the 
Public Health Service Act, authorizing the Surgeon General to “make avail- 
able research facilities of the Service to appropriate public authorities and to 
health officials and Scientists engaged in specific study,” gives consideration to 
requests from qualified organizations and individuals desiring to participate 
in, or carry On their own research, through use of National Institutes of Health 
facilities. Guest workers receive no pay or other moneys from Federal funds. 
There were approximately 65 guest workers during the past year, an average 
of about 28 being at NIH at any one given time. 
(. U.S. fellows abroad 

Administrative and review procedures are the same for applicants proposing 
to study abroad as for those training in domestic institutions. Additional in- 
formation, however, is required of applicants desiring to train in foreign labora- 
tories. Such additional factors as the qualifications of the fellow to profit by 
study in a foreign country and the special techniques he would learn that could 
not be readily learned in a laboratory in the United States are important con- 
siderations in the final recommendation of the review panel. 

In 1958, NIH supported 86 American research fellows studying in 11 foreign 
countries; the funds employed totaled $452,000. The 1960 estimate is for 130 
fellows, at the cost of $800,000. 


D. Research fellowships for citizens of other countries 


Opportunities for foreign scientists with doctorate training to add to their 
experience and, in turn, to share their experience with U.S. scientists through 
fellowships within the United States have been broadened by a new procedure 
of selection. 

The Director of the NIH, with the advice of special U.S. consultants, has set 
up nominating committees for U.S. fellowships in 34 countries,’ and the can- 
didates are screened by the following mechanism : 

(a) The applicant must find his own sponsor in the United States. 
Initial contact is usually made for the fellow through a senior scientist in 
the foreign country and the proposed U.S. sponsor. This procedure acts 
as an important primary screening to applicants and establishes a scientist- 
to-scientist relationship which would not be possible were the National 
Institutes of Health to seek out training centers and arrange to assign 
fellows to them. 

(b) Applications are submitted to the research fellowship-nominating 
committee in the applicant’s home country. This committee screens ap- 
plications on the basis of scientific competence, likelihood that he will re- 
main active in medical research and the needs for developing personnel to 
carry on research in new fields. The committee is permitted to nominate 
a stated number of candidates, usually up to four. 

(c) Final review is by the Foreign Fellowship Review Panel at the Na- 
tional Institutes of Health. 

It is planned to issue small grants to returning foreign fellows in order to al- 
low them to purchase equipment and otherwise help them launch research upon 
their return to their country of origin. 

In 1958, there were 17 foreign fellows in the United States under this program, 
for a total expenditure of $91,000. This is now at the level of 79 fellowships 
for 1960, at a cost of approximately $560,000. No provision for the expansion 
of the program is made in the present budget for 1961. 

KE. US-U.S.S.R. missions 

Between 1956 and 1960 the NIH participated in or arranged six of the nine 
U.S. medical and public health missions to the U.S.S.R., and received as part of 
their tour most of the reciprocal Soviet missions to the United States. 

Under a new agreement, the NIH has been given major responsibility to or- 
ganize five U.S. missions to the U.S.S.R. during 1960 and 1961. to arrange for 
reciprocal institutional meetings in the field of cancer, heart disease and polio 





‘Current participating countries are: Argentina, Australia, Austria, Belgium, Bolivia, 
Brazil, Ceylon, Chile, Colombia, Denmark, El Salvador, England. Finland, France, Ger- 
many, Holland, India, Iran, Israel. Italy, Japan, Mexico, New Zealand, Norway, Pokistan, 


Peru. Philippine Islands, South Africa, Spain, Sweden, Switzerland, Thailand, Uruguay. 
and Yugoslavia. | 
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between designated institutions in the United States and U.S.S.R., ine 
appropriate Institutes of the NIH; and to exchange up to 20 individual Scien. 
tists for periods of up to 12 months. These exchanges involve a minimum of 
60 U.S. scientists for whom arrangements have to be made and finances allo. 
cated. For this purpose, an item of $160,000 is included in the 1961 forecast 


luding the 


NIH PERSONNEL 


NIH has relatively few personnel who devote full or the principal 
their time to international programs. The large majority of the work is done 
as a normal but minor portion of the duties of staff whose primary responsi. 
bilities are with domestic programs. Thus the same personnel in the Division 
of Research Grants and in the Division of Business Operations who handle 
domestic matters also handle foreign projects. This is true also for many of 
the intramural staff at NIH. For example, the International Research Fellow. 
ship Review Panel is composed of senior NIH staff who have this 
responsibility. 

Only two professionals and five administrative, secretarial and Clerical staf 
are assigned full time to international programs. There is a Special Assistant 
on International Affairs in the Office of the Director, NIH, who has overall 
coordination and policy respoiisibility for all phases of the internation programs, 
He is responsible directly to the Director, NIH. One secretary functions ful] 
time in his office. 

The second group is the Office of Foreign Grants and Awards. <A chief, one 
administrative assistant, one secretary and two clerk-typists comprise this staff. 
Organizationally this office is a part of the Division of Research Grants, but 
operates under the general guidance of the Special Assistant on International 
Affairs. 

The salaries of the groups listed above total $47,806 annually. Travel and 
other costs are estimated at $10,000. In addition, two consultants are employed 
intermittently. 


Portion of 


as an added 


DIRECT ACTIVITIES 


1. A Middle America Research Unit has been established in collaboration 
with the Gorgas Memorial Laboratory in Panama by the National Institute of 
Allergy and Infectious Diseases. This unit is concerned primarily with the 
study of virus diseases of the tropics. 

2. Negotiations have been completed to transfer $400,000 from ICA to NIH 
for the purpose of establishing a cholera study laboratory in Dacca, East Paki- 
Stan, in conjunction with similar studies in Bangkok, Thailand. Plans are in 
progress for recruitment of personnel and procurement of equipment for this 
project. 

3. The Interdepartmental Committee on Nutrition for National Defense, of 
which the National Institute for Arthritis and Metabolic Diseases is a partie- 
ipating member, is investigating the state of nutrition in several countries. 

4. Numerous individual assignments to international activities may be cited: 
(a) Membership on expert committees of WHO and of voluntary international 
agencies; (b) participation in field studies by other governmental agencies, 
such as the Brookhaven National Laboratory investigation of Pacific islanders 
subjected to radiation fallout or the Navy investigation of virus diseases among 
people isolated in Antarctic communities; and (¢) individual projects of investi- 
gation overseas, such as the study of liver disease in Africa. or the relationship 
of schistosomiasis and bladder cancer in Egypt. 
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DEVELOPMENT OF WoRLD HEALTH ORGANIZATION RESEARCH ACTIVITIES 


In May 1958, the United States made $300,000 available to the World Heal 
Organization at the 11th World Health Assembly in Minneapolis. The = 
organization immediately began active planning of an extended research ; 
gram with the funds provided by the United States. During the fall of 1058 
the general principles of an extended WHO research and research training 
program were worked out and presented to the Executive Board of WHO © 
January 1959. Simultaneously, and during the first half of 1959, numerony 
scientific groups were convened from all parts of the world where competent 
investigators were to be found. By the time of the 12th World Health Assemb} 
in May 1959, firm plans had been prepared. J 

In terms of types of activities, it was recommended that WHO concern itself 
with the servicing of research, with the training of research workers, and with 
communication in the research field and with the support of research itself. In 
all of these fields, the function of WHO was considered to be the supplementation 
of national and bilateral efforts. In terms of substance of research, it Was de 
cided that emphasis would be placed on cancer, cardiovascular diseases, nutri. 
tional disorders, effects of ionizing radiation on man, and human genetics, Jp 
the communicable disease field, it was suggested that priority be given to m 
search related to virus diseases, tuberculosis, leprosy, cholera, bilharziagis 
malaria, insect resistance and vector control, and antibiotic development and 
standardization. This plan was prepared in a document of some 100 pages to the 
12th World Health Assembly. 

The plan was accepted in principle and the Assembly voted to add $500.0» 
to the regular budget of the World Health Organization to execute the program, 
These funds were to become available on January 1, 1960. 

During the last half of 1959, procedures for administering research and train. 
ing grants were worked out. These, as well as the substantive plans, were pra 
sented to the newly established Advisory Council on Medical Research in Jap. 
uary 1960. 

With this orderly progression of planning steps, WHO is now in the position 
actually to begin support of research and research training under the extended 
program. 


SpectAL ANALYSIS E—FOorREIGN CURRENCY AVAILABILITIES AND Uses 


Reprint of pp. 925 to 935 from the Budget of the U.S. Government for the fiscal 
year ending June 30, 1961 


[Detail will not necessarily add to totals, because of rounding] 


Many agencies of the Government are engaged in activities throughout the 
world which may be financed with foreign currencies. From some governmental 
activities, particularly the sale on concessional terms of surplus agricultural 
commodities, foreign currencies accrue to the Government without purchase 
with dollars. In many instances these currencies are restricted in their use 
by the terms of international agreements. This analysis presents in summary 
form data on foreign currency availabilities and uses with special emphasis on 
those under the Agricultural Trade Development and Assistance Act of 1954, 
as amended (Public Law 480), the largest source of currencies with the most 
complex provisions for their use. 

Need for foreign currencies —The U.S. Government carries on extensive ac- 
tivities abroad, involving almost every country in the world. In the normal 
course of these worldwide operations, it has need for and it acquires large 
amounts of currencies of many countries. Some of these currencies are acquired 
through Government agencies’ activities; others must be purchased. 

Recent estimates indicate that Government agencies will require about $23 
billion of foreign currencies in 1961 to perform their regular operations abroad, 
as indicated in table 1. The approximate supply of currencies available in the 
Treasury for sale to agencies in 1961 to meet these regular needs is estimated 
to approximate $474 million. However, only about $130 million of this amount 
can be used to meet 1961 needs because the availability of currencies of individ 
ual countries does not match the needs for the currencies of those countries 
This leaves a total of over $2.1 billion of foreign currencies which will need t0 
be purchased commercially by our disbursing officers. 
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Cambodi 
Canada 
Ceylon... 
Chile_... 
China, R 
Colombis 
Costa Ri 
Cuba 
Czechosh 
Denmar| 
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In 66 of the 83 countries listed in table 1, the approximate supply of cur- 


rencies 
tions, with the 


available in 1961 is less than our anticipated needs for regular opera- 
result that the United States will have to purchase the curren- 


cies of these 66 countries. With respect to total value, over four-fifths of the 
U.S. agency requirements are concentrated in five countries in which the United 
States receives foreign currencies in much smaller amounts ; namely, Germany, 
Canada, Japan, France, and the United Kingdom. : The preponderance of cur- 
rencies available to the Treasury for sale to agencies for regular operations is 
*akistan, Poland, Spain, and Yugoslavia, 


in countries such as India, Israel, 
where our needs are much less. 


TABLE 1.—Requirements and availability of foreign currencies for the payment 
of U.S. obligations 


{In millions of dollar equivalents] 


Country 


Afghanistan... --- ose . Bawsees tie 
Argentina. viwaaeees | 
Australia... . 3 

Austria 

Belgium . ~ ===. 
Belgian oversea territories. 

Bolivia....-. 

Brazil_.-- 

Burma. 

Cambodia.... 

Canada 

Ceylon... 

Chile..... 

China, Republic of_-- 

Colombia 

Costa Rica. 

Cuba 

Czechoslovakia..... 

Denmark --.. 

Dominican Republic. : 
Reuador.--.. . wolues uF 
El Salvador 

Ethiopia. - 

Finland ._- 

France. . ‘ 
French oversea territories. - -- 

Germany - - - - 

Ghana. _. 
Webel. <t..55--s 
Guatemala... ._..-- ee oe 
ee Reeesnonngnnnnheenneannae 
EEE SE 








Libya. 
Luxembourg.._- 
Malaya 
Mexico 


New Zealand ____ 
Nicaragua... ___ 


See footnotes at end of table. 
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TABLE 1.—Requirements and availability of foreign currencies for the 


— — ws payme 
of US. obligations—Continued yment 


{In millions of dollar equivalents] 

















trinity et Po a nnn 
Residual - 
| Estimated |Approximate| amounts hottie 
Country require- supply, available ments for 
| ments, 1961 1961 ! for use purchase 
after 1961 | currencies 
in 196} 
meal i iG at satin 
NS Be oe nbbectelabaeene 62. 1 eo 1 ae 
PUNE 2 eG ioesid anc aneemnan ies awn ai ae 2% 10. 2 9.1 | 19.5 
dc cari aaau agent } 1.5 1 . 
Portuguese oversea territories_--_.-.---- | 3.6 eee 1 ’ 
PIN ha kathascs.us5-2sicis. eee Giitiewcblaceews. hea 35 
I ae ee .5 ee # - 
Bomaiiiond...........-..... is fee ame (*) : | : 
Spain ---.-.--- wseews------ = 25.8 70. 2 | 44.4]. ‘ 
eee dent Chin a Nei aioe 4 i ae , 
Sweden . i = 1.1 1} i : 
SE oj ana ceosclinseobessnkcsaes 1.4 | se ee 13 
Thailand__- 3.7 (*) é 
Tunisia Wack ad i 6 | 7 Sie ‘ 
| ee biioniakacn = 3.9 | 33. 7 WAS bck 
Union of South Africa__-- .6 (*) | "athe 
U.8.S.R..- scowsulaitics Re Se i 
United Kingdom... : 183. 2 1.6 | 18 ; 
United Kingdom oversea territories 7 : 12.8 (*) | 1s 
United Arab Republic: - 
(Egypt) . 1.8 13.0 11.2 | 
(Syria) _-- .4 1.1 af a 
Uruguay 7 .4 4,2 AS bicosaoee 
Venezuela... ‘ 1.4 ok rr 
Vietnam. -_- 4.5 1.5 4] 
Yugoslavia__- y 37.9 36.9 ees 
Total_. : 2; T71.8 474.5 344. 2 2,141.6 


——. 


1 Excludes restricted currencies which are available only for loans and grants in foreign countries or for : 


specific U.S. agency programs, estimated in total at $2,935.7 million. 
*Less than $50,000. 


Sources of foreign currencies without purchase with dollars.—Within the 
limits established by the title I of Public Law 480, any agricultural commodity 
found by the Secretary of Agriculture to be in surplus supply may be sold for 
foreign currencies, so long as precautions are taken that such sales do not dis. 
place normal trade (i.e., regular sales for dollars) or unduly disrupt world 
market prices. 
govern the terms of sale including the value of commodities to be purchased, 
the exchange rate at which payment will be made, the amounts of the sales 
proceeds which will be reinvested in the purchasing country on a loan or grant 
basis for economic or common defense purposes, and the amounts which the 
U.S. Government may use in the country, or possibly elsewhere, for other pur 
poses. The shipment of the commodities is financed by the Commodity Credit 
Corporation as an extension of its agricultural price support operations. Any 
dollars received through sale of the currencies to agencies for programs covered 
by appropriations return to the CCC and reduce the size of the appropriation 
needed to cover its costs for the commodities shipped. 

The Mutual Security Act of 1954, as amended, also includes several provisions 
under which foreign currencies accrue to the credit of the United States. Section 
402 of that act specifies that a certain amount of the mutual security appropria- 
tions shall be used only to purchase surplus agricultural commodities for sale 
to foreign countries for their currencies. Section 505(a) of the act authorizes 
the sale of any commodities or services for foreign currencies, and section 103(¢) 
of the act authorizes the sale of military equipment, materials, and services for 
foreign currencies. These sales are also covered by intergovernmental agree- 
ments. However, since the commodities or services sold are supplied as part 
of the mutual security program and financed by that appropriation, the currency 
proceeds may be used only for the purposes of that program. These are generally 
economic development or common defense in the purchasing country, or some 
times in a different, aid recipient country when the purchasing country agrees 
and can supply needed exports. 
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The Mutual Security Act also requires a country receiving aid to deposit in 
a special account an amount of its currency equal to either the local sales value 
of the non-military commodity’ aid it receives or to the commensurate value of 
our dollar aid expenditures. These deposits are called counterpart. Generally, 
q share of this counterpart, which is usually 10 percent or less, must be trans- 
ferred to U.S. Treasury accounts and is available for general U.S. use. 
The remaining 90 percent portion of counterpart funds is owned by the foreign 
country and remains in its custody for use only for mutual security purposes 
agreed to by the United States. None of these country-owned currencies is 
included in the tables herein. 

Section 142(a) (9) of the Mutual Security Act also authorizes the receipt of 
currencies contributed by the foreign government for the local expenses of U.S. 
military assistance advisory groups abroad. 

Other collections of foreign currencies arise from various governmental 
activities. Under an intergovernmental defense agreement, Japan has agreed to 
pear a part of the cost of our forces defending that country by contributing yen 
to assist in meeting some local costs. Sales of U.S. Government surplus prop- 
erty and settlement of World War II lend-lease debts for foreign currencies are 
authorized under several laws and international agreements. Under the In- 
formation and Educational Exchange Act of 1948 (Public Law 402), the U.S. 
Government (informational media guarantee fund) contracts with American 
exporters of books, periodicals, and motion pictures to exchange for dollars 
certain foreign currencies received from sale of such materials. Other cur- 
rencies are also received in payment for consular services, interest on deposits of 
currencies in foreign banks, ete. 

In addition to the above, some foreign currencies are acquired as loan repay- 
ments. Beginning in 1955, for example, the Mutual Security Act authorized 
repayment of mutual security loans in foreign currencies. Interest and prin- 
cipal repayments are now also beginning on economic development loans made to 
foreign countries and on loans to private enterprises under Public Law 480. 
Development Loan Fund loans and interest often may be repaid in the currency 
of the borrowing country. 

In summary, most currencies accruing to the credit of the United States result 
from past or current international agreements authorized under several laws. 
In most cases, these international agreements reflect either sales arrangements, 
wherein commodities (usually surplus agricultural commodities) are sold to a 
foreign purchaser for currencies or they reflect loan agreements, wherein dollars 
or foreign currencies themselves are lent to foreign borrowers and may be repaid 
in the currency of the borrower. Currencies also become available in much 
smaller amounts under special international agreements and the normal opera- 
tions of the U.S. Government abroad. 

Table 2 summarizes for 1959, 1960, and 1961 the collections, expenditures, and 
balances of foreign currencies. 

This table reflects the inflow and outflow of all U.S.-owned foreign currencies. 
(It excludes foreign currencies held in trust, of which $35.9 million were on hand 
at the end of 1959, and currencies obtained by dollar purchase.) 

The cash balances carried forward at the end of 1961 are estimated to total 
$2.2 billion. Of this amount, approximately $1.1 billion is estimated to be 
available for U.S. agency purposes—either for special programs or for general 
United States use. The remainder is expected to be available under interna- 
tional agreement or under law only for loans and grants in foreign countries. 
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TABLE 2.—Summary of collections, expenditures, and balances of 
currencies 


foreign 


[Fiscal years. In millions of dollar equivalents !] 


1959 actual | 1960 estimate | 196) estimar, 
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ein 
Cash balances brought forward (in Treasury and agency 
accounts): 
Public Law 480, sales of agricultural commodities 
DEED Sabah cei diiae atid iaiaiiieeaa aa ammmeasialn ache $1, 412. 4 $1, 661.4 $1.7) 
Mutual security proceeds of sales of agricultural and TB 
I 8a iti erin inlidcnionk dimmed niente 318.9 276.9 ™" 
en Ea on ee ee eeawouunswun 7 i ° 
ct Acrcanunnciiondnsxiecacisgtdasnncenieisiadcanl 51.8 105.2 i, 
a teenies 
PDE ae sina ndcackc inn ingeeennapeuniinsiitnnh wens 1, 783.0 | 2, 043. 8 21494 
Collections: i) oe 
Public Law 480, sales of agricultural commodities 
Tl caandistntuihiisdibbainehieedisamneeaasiades 836. 9 840. 5 912 
Mutual security: P 
Proceeds of sales of agricultural and other com- 
IN tint a0 dina bibdaiitivn Pith tn Revita waste 220. 1 150.0 160 
U.S. portion of counterpart deposits. _-.......-...-- 19. 9 12.7 | 1p 
Other mutual security collections. ................-- 37.6 5.6 7 9 
Other nonloan collections: ae 
Contributions for support of U.S. forces abroad_.--- 46.5 
Surplus property and lend-lease_..............-...-- 61.7 | aes 
Informational media guarantees_._......-..-__-- co 7.8 | 7 | 
Pe NIN Soit eintonck nud vantibndinnd sanemaaeinn 31.5 | 
Loan repayment (principal and interest): } p 
EOOVOROUEINOENG EAQBE) PUNO. . iecncmncncascascsme 3 | 11.8 95) | 
i REE rae 2 5.4 a | 
ge ES ene ee eee 6.7 12.0 if 
I apne cctncnakgubinussdeiadthhamcnanaae ap 1, 269. 9 1, 180.9 1, 40s 
Deduct— . 
Sales for dollars to appropriations and funds: 
For credit to miscellaneous receipts. ........-.-- ane 150. 2 128. 2 725 
For credit to appropriations and funds-____-.-.-.-.-- 89.8 | 92.6 154.3 
Expenditures in agency accounts (see table 4)........_-- 729.0 | 814.5 060.2 
Adjustment due to changes in exchange rates_._.........---. —42.3 —40.0 ~4) 
a a es eens likin eibiodh d Weel shi sceunss osiniisnakeiaae 
Cash balances carried forward (in Treasury and | 
SG Or GUNN) So ais See ahd. REI ene 2, 043.8 | 2, 149. 4 2, 182.2 
Estimated availability for use of these balances is as follows: 
Available only for loans or grants in foreign countries_ -- $1, 156. 2 $1, 150.4 $1, 068.3 
Aivalighioe for U8; PUrpebeO ns ods wivities oc cnccensn teow 887.7 999. 0 1,113.9 








t 





1 Collections at rates specified in loan and sales agreements, except nonloan collections. Nonloan colle. | 


tions, sales, and expenditures at Treasury selling rates. 


Table 3 by contrast is not on a cash basis. It indicates amounts owed to the 


United States at the beginning and end of each of the 3 years 1959-61, which ar | 


payable in foreign currencies, even though the payment may not be due until 
some future year. Loan agreements, for example, provide for repayment over 
periods up to 40 years. As shown in the table, uncollected balances totaled $21 
billion at the end of 1959, and are estimated to rise to $2.9 billion by the end of 
1960 and further to $3.8 billion by June 30, 1961. The estimated increase reflects 
largely the effects of loans and other agreements under Public Law 480, and the 
expanding loan activity of the Development Loan Fund. 
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TABLE 3. —Potential availability of foreign currencies (currencies receivable, 
earnings, and collections) 
[Fiscal years. 


In millions of dollar equivalents !] 
ee at mei 





| 
| 1959 actual 1960 estimate | | 1961 estimate 
eee ama cmmaenaecoamens are sae i Pees 


Uncollected balances, beginning of year: 
Outstanding loans: 


Development Loan Fund............................. $1.5 $41.6 $172.8 

Mutual security program. _._.___._- setcoalhahlcte atid ona. a 428.7 579. 4 669. 4 

Ponne Law 460. ...........-.....-......... ids enkndaeiate 303. 2 629.3 | 1, 038.5 
ther agreements: 

. Mutual security program _-___ sipiek neta hipataibioatc cea: re 186. 0 141.8 | 187.6 
Ore ee plelahbelioss chaliicseset 699. 0 706. 5 | 831.0 
Surplus property endilend- eens... ts 29. 4 | 29.9 29.0 

PE itiancn tres sacedescetncasennansansanaatesenas 1, 647.8 | 2. 128.6 2, 928. 5 
Additions (accruals and earnings) during the year: | 

New loans and interest accrued: } 

a Ee eee een | 40. 5 | 142.9 | 260. 8 
Mutual security program -._...__....__- beet iee 7 157.4 | 102. 0 | 75.0 
NR tind nat nrinke lain mmnieitimnindanceinn 327.3 | 414.6 528.3 
Other new agreements: 
Mutual security program ....................--..- 225.9 | 208. 6 | 112.0 
Public Law 489-__- ite iil tenetch deed 899.8 | 1, 600.0 | 1, 100.0 
Surplus property and lend-lease 4 TST 62.8 | 59.8 36. 2 
Earnings other than under agreements____. eer eae eR 93.1 | 87.8 69.3 
TORDE, case nani noo once nse snncnnnsceesnencccccesnee-e-- 1, 806. 8 2,015. 8 | 2, 172.6 
Deduct— ) | 
Collections during the year (see table 2)_.....____. 1, 269. 9 | 1, 180.9 | 1, 260.8 
Other reductions in amounts due..________- . . 56.1 | 35.0 | 35. 0 
Uncollected balances, end of year....._....._._______ 128. 6 2. 928. 5 3 805.3 
Estimated availability for use of these balances is as follows: 
Available only for loans and grants in foreign countries____| 793. 4 1. 047.7 | 1, 298. 1 
Available for U.S. purposes..............__..___. 1, 335. 2 | 1. 880.8 2. 507.2 





1 At rates specified in loan and sales agreements, except surplus property and lend-lease at Treasury 
selling rates. 


Limits on uses of foreign currencies.—The amount of foreign currencies ac- 
eruing to the credit of the United States is large and is increasing, as tables 2 
and 3 illustrate. However, international agreements, and in many cases the 
nature of the economy on which they are a claim, restrict the use of the greater 
part of these currencies. 

First, sales of agricultural commodities, through 
rencies are acquired, are often largely concessional. 
purchasing country seeks to minimize the real cost of the sales to itself in terms 
of export of its resources. This practice comes about in part because the sales 
are generally over and above the amount of exports the United States could sell 
in the international market on commercial terms (for dollars), and in part 
because U.S. foreign policy usually has the objective of aiding the economic de- 
velopment of the country involved. As a result, large amounts of currencies 
acquired by the United States from the sale of farm commodities are restricted 
by the purchase agreement so they can only be loaned or granted back to the 
buying country for its economic development. This is true of most of the cur- 
rency received under the Mutual Security Act and Public Law 480, the two 
largest sources. 


which most of the cur- 
In these transactions the 








| 
| 
i 
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Second, virtually all of the currencies are inconvertible under the laws and 
regulations of the purchasing country. This means they cannot be freely fe 
to buy goods in third countries. Neither can they be exchanged for another en 
rency which we may be able to use. Similarly, a country which limits cOn- 
vertibility of its currency is usually unwilling to accept its own currency in 
payment, in any large amount, for exports, which represent a net drain oy the 
country. Indeed the largest amounts of currency accrue in less developeq coun. 
tries where the use of large amounts of local currency for programs which are 
not of mutual interest might significantly drain scarce resources and resylt in 
pressure for increased U.S. aid. 

Third, various provisions of law authorize the use of some of these currengie 
for special U.S. programs without charge to agency appropriations, During the 
negotiation of international sales agreements, these special uses for U.S, pp. 
grams sometimes have been indicated to the foreign government, resulting iy an 
informal understanding about their use. Some of the currencies collected must 
therefore be husbanded and then allocated for these specially authorized pro. 
grams. In many countries this results in a reduction in currencies that might 
otherwise have been available to sell to agencies to meet their regular local oy. 
penses. This in turn means the United States foregoes Treasury receipts, ana 
in currency shortage countries has the same effect on the Treasury as spending 
dollars for these specially authorized programs. Wherever possible such re 
strictions will not be included in future sales agreements. 

In large part because of these limitations, the greater part of CUrTeNcy use 
is not reflected in the budget totals. These transactions, most of which are loans 
and grants in the foreign country, are summarized in table 4. 

Almost all the extra-budgetary expenditures for 1961 projected in table 4 ar 
for loans and grants in foreign countries. Of this amount $100 million equiy. 
alent is for loans by the Export-Import Bank to American enterprises and cer. 
tain foreign firms for the expansion of private enterprise overseas. These loans 
derive from the sale of surplus agricultural commodities under title I of Publi: 
Law 480, as do $650 million equivalent of the loans and grants for economic 
development and the common defense administered by the ICA. In addition, 
the ICA will use, for similar purposes, $175 million equivalent derived mainly 
from the sale of surplus agricultural commodities financed by the mutual se 
curity appropriation. 

In this regard, it should be pointed out that granting or lending a country 
its own currency under Public Law 480 and the Mutual Security Act does not 
provide it with additional external resources as dollar payments do. No labor, 
capital equipment, and materials are provided which the country did not have 
hefore. Additional economic resources from outside a country’s borders can only 
be furnished in the form of goods or dollars or other convertible currencies to be 
used for the purchase of goods. Thus, a country’s own currencies are not a sub- 
stitute for dollars in the mutual security or other assistance program for that 
country. 

As indicated below, it is proposed that U.S. agency foreign currency programs 
be covered by appropriations, starting in 1961. However, $34.9 million equir- 
alent of the estimated expenditures for 1961 indicated in table 4 for U.S. agener 
programs outside appropriations derive from funds allocated in 1960 and pre- 
vious years under permanent authority for such use without further congres- 
sional action for mutual security exports and military family housing. 
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Taste 4.—Summary of transactions in agency accounts for use of currencies 



































io without dollar appropriation 
‘ur- [Fiscal years. In thousands of dollar equivalents] 
‘On. 
“h PROGRAM AND FINANCING 
l 
te | @ | 
an. 1959 actual Serum 1960 estimate | 1961 estimate 
are i ee eee 
in ora 
P Loan and grant programs under Public Law 480: | 
; en el security program dade miei db decd baad | 7,371 $750, 000 $800, 000 
cles Export-Import Bank of Washington... ___._._._. “ 403 80, 200 135, 200 
the 2, U.S. agency programs under Public Law 480: 
Ir0- " “Mutual security program exports die cid delta dccleal . 940 | ee es . 
EY GIO oo oni incre wsnecedacense 3, 273 | 5, 042 [esa ccenscncene 
an Department of Agriculture._.-_..-............--- 6, 554 EE Sevaceicninienemibietm 
ust Teeeeiis Cn Leeeenne__-__.. 202-8 esc. 16, 515 WTO etacn suena : 
ro- Spepeenneny GF Beate... iis ec cet eee 5, 870 | eg eee eee 
fv 3. Mutual security program ---.-.........-..-..---..- ee 258, 682 146, 579 | 165, 000 
ght 4, Development Loan Fund... ieee és eenamcaiacbaneinedeabadiaaeeaions 500 5,000 
eX. 5, Department of State. -_----. apgaqataesens oa oat GOO fo nnd Sewkeadleaecatdabadan 
“ Total obligations.............-.-.-..--- ansinaltihiadtt | 1,184,008 | 1,058, 764 1, 105, 200 
8 i | | 
re Fe iewted balance brought forward (—)__..._....__-- —1, 459, 957 —1, 227,488 | —1,318,270 
Recoveries of prior year obligations (—)-_._......-.-...-- mT sats cite cere Be 
. Adjustment due to changes in exchange rates_. ...._....| 10,019 | iE Rasen tiieaninaicaiad 
Use Unobligated balance carried forward___...........-..-.- 1, 227, 488 1, 318, 270 | 1, 322, 777 
ans Unobligated balance no longer av ailable wd baal 11, 542 AD feeacstlie ne: 
Unobligated balance transferred to appropriations _ bs deabiceaeeds amete ON EEE! 
are Dollar value credited to appropriations or funds _ _-...__- 1, 261 5, 561 2, 693 
niv- | Authorizations to expend foreign currency receipts-_-___| 974, 208 1, 192, 096 | 1,112 400 
rer. Authorizations are distributed as follows: 
| For loans and grants in foreign countries..............-- 921, 850 | 1, 123, 000 | 1, 112, 000 
ans sy SSS aE CRIES Le eae tes 52, 374 | 69, 096 | 400 
blic 
mic 
ion, ANALYSIS OF EXPENDITURES 
nly ——_-—— 
Se- Obligated balance, start of year_....-..- be eae diana $216, 898 $669, 789 $880, 677 
Obligations incurred during year (net)_.......-............. 1, 183, 871 1, 058, 764 1, 105, 200 
tre Adjustment of prior year obligations._................-..- = SRE Ensiiuemsetieecadiane Lisaecuepeiaas 
Mr tment due to changes in exchange rates__.___________- —610 MMO | dheser ait 
not Obligated balance, end of year transferred to ee ER nai Si OR QUO fis ns kcsk 
bor, Obligated balance, end of year.............-..-.-...--..-.-- —669, 789 —880, 677 | — 1,025, 676 
ave Sa RAR AR EL EER ARE ie OR eS 728, 991 | 814, 482 | 960, 200 
nly Expenditures are distributed as follows: | 
» be 1. Loan and grant programs under Public Law 480: 
nt Mutual security program ---.-........-...-....... | 421, 736 550, 000 650, 000 
sn Export-Import Bank of Washington. ___________- 11, 189 | 45, 000 100, 000 
hat 2. U.S. agency programs under Public Law 480: | 
Mutual security program exports. _.....-- bienien 7, 350 6, 380 | 11, 821 
: U.S. Information Agency _.-...........-.---.-. a 1,215 | 4. 009 |-------------2 
ims Department of Agriculture _...............-____- 4,836 | 12, 315 5 
iv: Department of Defense - ESichiab adhe ean 14, 891 | 28, 800 23, 084 
nev CS Ee eee 5, 303 Dp AE lisicc carne 
y 3. Mutual secnrity program --_......................-_..| 262, 071 160, 062 | 174, 690 
pre- 4. Development Loan Fund..............-..--- oceeaga a. LOSS 150 | 600 
res- 5. Department of State. __......_.- ibebtataledaenandien | Cia issn git bite ciliated 
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Informational tables on currency uses which are not reflected in the bud: 
totals are included in the budget document accompanying the information. 
related programs. « 

Congressional review of foreign currency uses.—Currencies received by 
United States in the course of its operations are available for genera] sale } 
the Treasury to Federal agencies for meeting any foreign currency costs 
agency programs, unless there is a specific provision of law or internationg| 
agreement prohibiting or limiting the use of the currencies. Normally, when 
an agency requires foreign currencies to carry out its activities, it must, by 
Treasury regulation, seek to buy such currencies from the Treasury Department, 
If that Department has the specifically requested currencies available, it sells 
them to the agency by charging the agency’s appropriations accordingly, ]¢ the 
particular foreign currencies required are not vailable, they must be purchaseq 
through banking channels. 

The currencies sold by the Treasury come from many sources including the 
U.S. share of mutual security counterpart funds and of Public Law 489 sales 
proceeds, contributions of foreign governments to the administrative EXPenses 
of the military advisory assistance groups, the receipts of the informationg 
media guarantee fund derived from the sale of U.S. publications abroad, intereg 
on deposits of currency funds, the disposal of surplus property, and similar 
operations. 

All eurrencies purchased by agencies from the Treasury with their regular 
dollar appropriations or with special appropriations provided to purchase the 
currencies are reflected in the budget as dollar receipts and expenditures 
The dollar proceeds from Treasury sales are either credited to the miscellaneous 
receipts of the Treasury, or to various revolving funds or appropriations ag 
authorized by law. Public Law 480 requires the dollar proceeds from sale of 
Public Law 480 currencies to be credited to the Commodity Credit Corporation, 
Sales of currencies received from the operations of the informational media 
guarantee fund are credited to that fund, and currencies obtained through the 
sale of military equipment under the Mutual Security Act are credited to the 
military assistance appropriation. 

Prior to July 1953, except for a relatively small amount in the custody of the 
Treasury Department, most currencies were held by the Federal agencies admin. 
istering the intergovernmental agreements under which the currencies were 
obtained. These currencies generally were not subject to the same fiscal and 
budgetary controls which govern the dollar funds of the Government; i.e., use 
of the currencies was not subject to regular appropriation processes and there 
was some doubt as to the applicability of the usual rules for accountability. 


The Congress recognized the need for a better system of control over the | 


foreign currencies. This led to the enactment of section 1415 of the Supple 
mental Appropriation Act of 1953, which provides that “foreign credits owed 
to or owned by the U.S. Treasury will not be available for expenditure after 
June 30, 1953, except as may be provided for annually in appropriation acts.” 
A general appropriation act provision, which has been annually enacted since 
1954, states that U.S.-owned currencies may be used for program purposes car- 


ried on by an appropriation if such use is charged to the appropriation. Under | 
this provision, expenditure of foreign currencies has been controlled by includ. | 
ing in the regular dollar appropriations of Federal agencies sums sufficient for | 


the purchase from Treasury of foreign currencies needed for their programs. 

Major exceptions to section 1415 have been authorized by the Congress in 
recent years. Most of the currencies derived from the sale of surplus agricul 
tural commodities abroad have been made available by statute for expenditure 
for particular purposes without reimbursement to the Treasury from agency 
dollar appropriations. This is the situation with respect to those currencies 
received under section 402 of the Mutual Security Act and most of those re 
ceived under tital I of Public Law 480. In addition, currencies obtained under 
sections 505(a) and 103(c) of the Mutual Security Act of 1954 may be used for 
mutual security purposes. 


i 
i 
' 
i 





Repay 
able for 
ments 0 
developt 

cies 

There 
grams V 
relativel 
of regul 
value of 
may als 
tional a 
availabl 
age cou! 
agency 1 
rencies ¢ 
mercial 

Also, | 
budget, 
budget ¢ 
the sour 
program 

Recon 
uses for 
general, 
could be 
This is 1 
grams 0" 
availabl 
or wher 
understé 
grams. 
restricte 
national 
special f 
where e} 

It is : 
spend fe 
recomm« 
for milit 
million, 
determi 

No ch 
section 
grants i 
and do 1 
owned ¢ 

Table 
currency 
Tencies - 
and Yug 
23 other 
agricult 





dget 
h On 


e by 
8 of 
Onal 
vhen 
» by 
lent, 


' the 


’ the 
sales 
Seg 
onal 
rest 
hilar 


the 
res, 
e0Us 
S ag 
le of 
tion, 
edia 
| the 
) the 


the 
min- 
were 
and 
use 
here 


the 
pple- 


ywed | 


ifter 
ets.” 
since 
car: 
nder 
‘lud- 
t for 


ss in | 
‘ieul- | 


iture 
ency 


| 


neies | 
> Te 
nder 
1 for 


INTERNATIONAL HEALTH 43 


Repayments of Development Loan Fund loans in foreign currencies are avail- 
able for relending by the Development Loan Fund. Public Law 480 loan repay- 
ments may be used for educational exchange programs and agricultural market 
development abroad. Amounts not so used may be made available to sell to 
agencies to meet their regular program needs in accordance with section 1415. 

There is always a cost to the American taxpayer of specially authorized pro- 
grams which tends to be hidden by extra budgetary authorizations. In the 
relatively few countries where currencies are available considerably in excess 
of regular program needs, the cost to the United States is no more than the 
yalue of the goods and services for which the currencies were obtained. This 
may also be true where the use of the currencies has been restricted by interna- 
tional agreement, e.g., proceeds from the sale of surplus farm commodities 
available only for loans, grants, or other specified purposes, — In currency short- 
age countries, the disbursing officer must purchase currencies to meet regular 
agency needs. To the extent that specially authorized uses of these same cur- 
rencies drain off amounts otherwise available to reduce the requirement for com- 
mercial purchases these uses cost dollars. ; : 

Also, so long as specially authorized currency programs remain outside the 
budget, the agency’s program is expanded without any apparent increase in its 
pudget and the Commodity Credit Corporation or other agency which financed 
the source of the currencies remains charged with the cost of another agency’s 
program supplementation. : 

Recommendations for 1961.—It is proposed that beginning in 1961 all currency 
uses for U.S. agency operations be covered by appropriations. These would 
generally be unrestricted dollar appropriations under which needed currencies 
could be purchased from the Treasury if available, from outside sources if not. 
This is now the case for the salaries and expenses of regular departmental pro- 
grams overseas which use currencies. For those situations where currencies are 
available in the Treasury in excess of amounts needed for regular operations, 
or where the use of currencies is restricted by international agreement or 
understanding, special appropriations are proposed for foreign currency pro- 
grams. These special appropriations are limited to the purchase of excess or 
restricted currencies. It is expected in future years, as restrictions in inter- 
national agreements are avoided on U.S. uses of foreign currencies, that these 
special foreign currency programs will generally be limited to the few countries 
where excess currencies are available. 

It is also proposed that unexpended balances of previous authorizations to 
spend foreign currencies for U.S. programs for which new authorizations are 
recommended in 1961 be converted to appropriations as of June 30, 1960, except 
for military family housing. It is estimated that these balances will total $68.1 
nillion, of which $33.2 million represents balances of previous allocations and 
determinations by the Secretary of State for educational exchange. 

No change is recommended in the authorizations for use without regard to 
section 1415 of currencies committed by international agreement to loans or 
grants in the country. These uses do not add to the resources of the country 
and do not substitute for dollars in any sense. They are similar to the country- 
owned counterpart funds not covered by this analysis. 

Table 5 shows by country the proposed new appropriations for special foreign 
currency programs for 1961: $39.3 million are proposed for use of excess cur- 
rencies in India, Israel, Pakistan, Poland, the United Arab Republic (Egypt), 
and Yugoslavia ; $33.6 million are proposed for use of restricted currencies in 
23 other countries. All of these currencies are proceeds of the sale of surplus 
agricultural commodities under Public Law 480. 
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It is generally difficult to predict the size and the location of future ga) 
surplus agricultural commodities covering these currencies, 
share of the proceeds to be available for U.S. uses, due to the uncertainties o 
agricultural production, both here and abroad, and the often unforesegabje 
results of sales negotiations. Therefore, it is not feasible to develop Programs 
on the basis of a forecast of future sales agreements. 

The programs proposed, as shown in table 5, have been developed on the basis 
of the actual and anticipated proceeds of sales agreements signed or approved 
for negotiation through September 15, 1959. Generally, the early deposits under 
a sales agreement are made available for U.S. 
that sales proceeds will be on hand under these sales agreements in Sufficient 
amount to cover these proposed programs prior to the time the obligations need 
to be made. 

All of the amounts shown on table 5 and subsequent tables are the dollar 
equivalents of actual and anticipated foreign currency sums. 
dollar equivalents are computed at the June 30, 1959, exchange rates at whiq 
the Treasury was selling foreign currencies to agencies for their use abroad, 
These rates are generally the most advantageous rates at which the currencies 
may be legally obtained, and thus provide a valuation which is on a comparabje 
basis with dollar expenditures for U.S. programs in the country. 
agreements, however, provide for the payment of foreign currencies at a rate | 
specified in the agreement (usually based on rates applicable to that countrys 
imports). The total payment is equal to the dollar value at world market Drices 
of the agricultural commodities and ocean freight involved. 
alents for the value of the sales agreements and for the past uses are include 
in tables 6, 7, 8, and 9 at the exchange rates indicated in the agreements, The 
necessary adjustment between these two sets of exchange rates for the balances 
which are available for programing purposes ($102 million equivalent) is indi. 
cated on table 6. Table 7 shows the balances by country at both rates. 

In arriving at the amounts shown in table 5, the share of sales proceeds 
which could be used for the payment of U.S. obligations abroad was identified, 
Generally this was the maximum amount which could be used for this purpow | 
under the sales agreements and the informal understandings accompanying 

These amounts, together with agreement commitments for loans anj 
grants and past allocations, were then subtracted from agreement totals, as 
Eligible agencies were then notified of the remaining 
amounts of foreign currencies to be available in each country, and were re | 
quested to prepare budget submissions indicating the currencies that could 
advantageously be used for authorized programs. 
viewed in a manner similar to the review of regular agency dollar budgets, 
The recommendations developed are indicated in table 5. 
are based on the best information currently available. 
tions may become necessary, it is not expected that the availability of cur 
rencies will permit carrying out programs in countries other than those indi- 
The proposed amounts for agricultural market development which are 
undistributed by country are in anticipation of amounts to be derived from | 
future sales agreements which may be used in third countries. 

Availability of Public Law 480 currencies. 
ments from the inception of title I (Public Law 480) through September 15, 
1959, totaled $4 billion, adjusted in several cases for shortfalls in deliveries of 
Commitments of $2.8 billion for loans and grants under thes 


as well ag the 


ee 


Thus, it is anticipate; 


In table 5, the 


The dollar equiy. 


indicated in table 6. 
These submissions were re 


The country amounts 
While some modifica- | 


As indicated in table 6, sales agree 





the commodities. 


agreements and authorizations for other uses, including Treasury sales, have 
reduced the amount available for 1961 programs to the equivalent of $324 mil 
lion at the exchange rate specified in the sales agreements, or 
Treasury selling rates. 
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les of TABLE ¢6—Amounts available and proposed authorizations of sales proceeds of 


S the title I, Public Law 480, sales agreements signed or approved for negotiation 
ies of | through Sept. 15, 1959 
we {In thousands of dollar equivalents] 

z Vaies of sales agreements (table 7) ~-.-......--...............-.. $4, 001, 289 
basis Less amount of sales proceeds committed for— 
roved | Loans and grants in purchasing country (table 8)--_-_________ 2, 790, 586 
under Treasury sales to appropriations and funds (table7) : 
pate) For sec. 104(k) scientific activities*_..._._..._.___________ 6, 063 
ficient For general expenses of the United States______ pibieaeat 594, 321 
need | ame perpomes (taple 'O). fyce cs 1 saee i see shea 286, 320 
lollar | Unallocated balance as of June 30, 1960, at rates specified in 
», the IY Sine re Ewe 323, 999 
Which | fess adjustment due to exchange rate differentials__.__._________ 102, 092 
road, — 
eNcies Unallocated balance at Treasury selling rates_._._-___________ 221, 907 
rable | [ess proposed appropriations to purchase foreign currencies 
| "(ene 5) -......--..-......._..-.....----.--.-----.-----.-- 72, 973 
L rate — 
ntry’s Remaining unallocated balance for use after 1961___-______ 148, 934 
Prices 1At Treasury selling rates, the dollar equivalent of these currencies is equal to the 1959 
Cquiy- appropriation of $5.1 million. 
.- The tables which follow are designed to provide greater detail on the activities 
oll in various countries involving the use of foreign currencies under Public Law 
ind 480. Tables 7 and 8 show by country the value of the sales agreements signed 


or approved for negotiation through September 15, 1959, the amounts allocated 
ceeds | to the Treasury for sale to appropriations and funds for the payment of U.S. 
tified obligations and the amounts committed for loans and grants. Table 9 shows 
repose | by country the amounts allocated, or to be allocated, to other agencies for 
nying authorized programs. 
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TABLE 7.—Cumulative sales agreements by country under title I, Public Law 480 


signed or approved for negotiation through Sept. 15, 1959, use 


and estimated balances available 


Country 


(1) 





Argentina... __ 
Austria 
Brazil___ 
i, ae 
Ceylon.. 
Chile___. 


China, Republic of. 


Colombia 
Ecuador 
Wee Sadun’ 
France__ 
Germany 
Greeee wee 
Iceland._- 

ES 
Indonesia. - ---- 
Iran 

lereel . ...... 
_ 7 
Japan.-_-_---- 
Korea__-_-- 
Mexico.._---- 
Netherlands 
Pakistan_-.-.-- 
Paraguay... 
WUE se ceon 
Philippines 
Poland___.__- 
Portugal. __-_- 
Spain. -.-_--- 
Thailand. 
Turkey- 


United Arab Republic (Egypt) 


United Kingdom 
Uruguay-.-- Z 
Vietnam 

Yugoslavia--. 


Total 


{In thousands of dollar equivalents] 


Total 
value of 
sales 
agree- 
ments 


| 
| 


_| $29, 331 


. 40, 940 
178, 407 
58, 700 
21, 000 
38, 863 
34, 819 

| 69, 874 

1) | Sg ae7 

| 37,328 


33, 245 | 


1, 197 

| 665, 857 
-| 8, 045 
| 897,000 
137, 000 
12, 415 


--| 130,176 


152, 900 
146, 332 
164, 871 
28, 200 
253 

271, 450 


21, 980 
14, 400 


182, 000 | 


7, 081 
392, 594 


4, 600 | 


186, 508 
|} 125,117 


48, 596 |_- 
47, 200 | 
10, 900 | 


| 389,778 


.|4, 001, 289 


3, 000 | 


Commit- 
ments 
for loans 
and 
grants in 
purchas- 
ing 
country 


(3) 


$18, 231 
26, 328 
148, 072 
46, 050 
16, 380 
30, 961 
24, 419 
51, 434 
7, 230 
24, 730 
7, 824 


47,770 
6, 451 
750, 450 
111, 600 
8, 267 
110, 930 
106, 750 
105, 581 


20, 700 


_ 
SaNys 


98, 436 
80, 167 


8, 100 
| 310, 831 





12, 790, 586 


136, 490 | 


"5, 450 | 





At rates specified in sales agreements 


Allocations and 
reservations for 
Treasury sale (and 
credit to CCC) 
through June 30, 
1960 


For sec. 
104(k) 


For 
general 
expenses 


(4) (5) 


{ 
$9, 850 | 
2, 095 
21, 478 |_- 
6, 638 | 
2, 462 
5, 831 
8, 750 
10, 172 
1, 067 
2, 989 
5, 285 
120 
14, 480 
1, 364 
89, 702 | 
19, 104 |_ 
2, 817 
10, 421 
18, 254 | 
305 
23, 391 
2, 900 
25 |. 
27, 238 | 
a 
3, 536 |.... 
2, 993 | 
18, 200 
1, 601 
144, 214 
971 
, 598 | 150 
, 326 | 
221 | 
ee 
1, 870 
38, 





_— sl 
on 


754 } ” 


594, 321 | 


scientific 
activities 


"$712 | 


Esti- 
mated 
author- 
izations 
for other 
U.S. 

agency | 
programs 
through | 
June 30, 
1960 





(6) 


$1, 146 | 
12, 313 
5, 226 | 
2, 372 
fee 


vivo 


, O71 


144 
018 
329 | 
, 131 

, O77 
151 
209 | 
670 
2, 621 
1, 331 
2, 261 
5, 343 
2 

3 

3. 


eh 


2, 872 
3, 151 
3, 520 

228 
5, 569 

191 
2, 317 
1, 781 
7,710 
2, 043 
4, 198 
1, 569 
8, 635 
4,403 | 
7, 347 
1, 443 | 


597 





653 | 


809 | 
320 


‘i, | 


8 by major category, 


———$——$—__ 


Estimated 
cated bean 
June 30, 1980 

available for U's 

agency programs 


| 


At rates 











en 


specified | At 
in sales | Treasury 
agree- | selling 
ments rates 

(7 (8 
$104 | sD 
204 * 
3, 631 | 3,015 
3,640 | 3 agg 
1,183) 1,189 
100 Th 
4,124 41% 
22 19 
563 a 
7,005 6,037 
456 158 
2 4 
27, 662 28, 175 
| 3, 675 2, a4 
eae 
|} 2553) om 
| 7, 574 | 7, 514 
1,839} 1,839 
1, 080 1.08) 
| 26, 279 | 26,682 
er a er’ 
326 | 3 
154, 360 67, 357 
37 | 38 
7,770 6, 662 
: 4,22 
26, 039 
7H 
4, 051 
333 
16, 569 
323, 999 221, 07 


TABLE 8 
title I 
throug 


Argentina 
Austria. - 
Brazil 
Burma 
Ceylon. - 
Chile-- 
China, Re 
Colombia 
Ecuador.. 
Finland 
France 
Greece. 
Iceland -. 
India-- 
Indonesi¢ 
Iran 
Israel 
Italy 
Japan - 
Korea 
Mexico. - 
Pakistan 
Paragua} 
Peru... 
Philippi 
Portugal 
Spain 
Thailanc 
Turkey. 
United : 
Uruguay 
Vietnam 
Yugosla 


T 
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; TABLE 8. —Cu m ulative commitments for loans and grants in ‘chast . : 
egory, iitle 1. Public Law 480, sales agreements signed or purchasing country in 


through Sept. 15. 1959 upproved for negotiation 














| 
In thousands of dollar equiva] ; ‘ 
| [ f dollar equivalents at rates specified in sale wreements] 
——., eeEeo—— - < ‘ 
| . So 
1 Co oo . 
male —— K« onomic Private cain 
$ lefense development enterprise developmen 
060, Country issistance grants lopment 
rUs grant (see 1 _—— an Total 
PS. ec, 104(e 104(1 (sec. 104(¢ 
rams (sec. 104( 
o (1) (2 3 , 
At Argentina - - - 
easury Austria... 7 2 31 $18, 231 
elling Brazil aa on 26, 328 
rates co ee OM) ‘ a ve 148, 072 
Ceylon. - 2 a 35, OU 16, OF) 
Chil >, OOD >, 260 8 oN 1 oa 
ie... , oo 
China, Republic of 13. 000 j 3U, 961 30, 961 
(8 Colombia- ee i 24, 419 
aa Beuador-. ss 160 10), 164 51, 434 
: Finland : wt 40 7, 230 
France <, Yoo 22. 670 24. 729 
at 7, 824 an 
reece. 7 470 2 *. 7, 824 
Iceland. ah + 7, 400 2 29 
India . a) aoe 636 6, 451 
Indonesia. 14, 280 rs 0 ci aan 479, 300 750, 450 
Iran... 5, 763 19, 000 73, 120) 111, 600 
Israel. sat ae 2, 503 8. 267 
Italy “a ons Sl, 108 110, 930 
Japan “ 100, 500 106, 750 
Korea 134, 490 sare 105, 581 105, 581 
Mexico. -- > 1 0 136, 490 
=) ‘ " ) ‘ ~ 
Pakistan 79, 260 12. 860 ata 1s, GOO 20, 700 
{in Paraguay... <u, 2 00, 660 212° 040 
i4 Peru. ..---- "i 2, 250 2, 250 
28, 175 Philippines _- 3100 , 963 13, 744 15 706 
2, fg Portugal 1, 000 5, 200 9, 300 
dona Spain » 910 3, 400 3, 400 
5, 279 Thailand. 196, 298 206, 208 
2, 569 Turkey... 62.714 + 2, 050 2, 050 
7, 574 United Arab Republic (Egypt aa ISU 22, 742 98, 436 
1, 839 Uruguay 7 o0U 53, 667 80, 167 
1, 080 Vietnam : ; 5. 400 ms Lie 23, 700 35, 450 
— Yugoslavia 106. 010 “)¢ = _ 8, 100 
26, 652 Sota) 204, 821 310, 831 
ota = o> O17 ss aoe ws 
_ 534, 900 255, 518 1, 872, 250 2, 790, 586 
Loans 
; Onn & an ae 
Grants 397 O17 334, 900 408, SIS 872, 250 2. 127, 768 
as 662, 817 
6, 662 a — = 7 





Sd 
16, 569 
221, W7 
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REPORT ON CONTROL OVER THE USE OF FOREIGN CURRENCIES 
(Bureau of the Budget, Washington, D.C., January 1960) 
INTRODUCTION 


The U.S. Government acquires and expends large amounts of foreign cur 
rencies in the course of its oversea operations. These currencies stem for . 
sources, particularly (1) purchase with appropriated dollars and (2) the Sale of 
surplus agricultural commodities, A major share of these currencies is ugeq for 
oversea operations covered by appropriations for the Departments of Defense 
and State, and other agencies. Another substantial amount is used for economje 
development and other purposes of mutual interest in the foreign cow 
Finally, a limited amount of the currencies received without purchase is 
able for special U.S. agency programs. 

It is estimated that during 1961 the United States will purchase over $2 bil. 
lion equivalent of foreign currencies for its oversea operations. It wil] start 
the year with about $2.1 billion equivalent of foreign currencies on hand, ang an 
additional $1.3 billion equivalent will probably be received in the COUrSe Of Oper. 
ations. Of this $3.4 billion availability other than from purchases, it is egt. 
mated that about $1.2 billion will be used during the year but only about $130 
million equivalent will be used to reduced the need for commercial purchases 
Some $2.2 billion equivalent will remain at the end of the year. Thus we have 
the seemingly anomalous situation of large commercial purchases and large 
parently idle balances. 

In part, this situation is due to the international agreements under which the 
United States obtains the major part of its foreign currency receipts. These 
agreements, particularly those covering the sale of surplus agricultural cop. 
modities, contain, as an essential condition under which the purchasing country 
agrees to buy, the requirement that a large share of the currencies received by 
the United States be reinvested in the purchasing country through loang op 
grants. The agreements also in many cases restrict a significant part of the 
remaining receipts to be used only for special U.S. programs. More than half 
of the currencies on hand in 1961 are subject to such restrictions and may not be 
used for ordinary U.S. purposes. 

Furthermore, the bulk of the currency requirements for U.S. oversea opera- 
tions is In seven countries where our receipts are insignificant. On the other 
hand, the bulk of receipts available for U.S. agency programs is in countries 
where normal requirements are relatively small. It is neither legally our aetn- 
ally possible to shift large amounts of U.S.-held currencies from one country to 
another. Thus, surpluses in the areas of abundance cannot be used to meet needs 
in the areas of relative scarcity. 

The existence of these large apparently idle balances, accompanied by unful- 
filled requirements, has led to the enactment over the last few years of a series 
of provisions intended to regulate or stimulate the expenditure of U.S.-owned 
foreign currencies for a wide variety of purposes. The result is a maze of stat: 
utory provisions and related administrative procedures which have made more 
difficult and often prevented the most effective budgeting of currencies in the 
national interest. Dollar savings have been lost; the administration of these 
public funds has been unduly complicated ; and their use has not generally been 
controlled or adequately disclosed through the budget process. 

This study reviews the causes and nature of the foreign currency problem, It 
proposes improvements in the system for controlling and utilizing foreign cur- 
rencies which should simplify the existing situation and result in a better con- 
trolled relationship between foreign currency programs and other U.S. programs. 
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SOURCES AND AVAILABILITIES OF CURRENCIES 


There are various sources of foreign currencies 

It is estimated that the United States will acquire, without the direct payment 
of dollars from the Treasury, the equivalent of approximately $1,261 million in 
foreign currencies in fiscal year 1961. (Special Analysis E of the 1961 budget 
contains tables showing details on actual and anticipated receipts for the fiscal 
years 1959-61.) These currencies come into the possession or custody of the U.S. 
Government in various ways: 

1. Foreign currencies are received from the sale of surplus agricultural com- 
modities under the provisions of the Agricultural Trade Development and As 
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sistance Act of 1954, as amended (Public Law 480), and under certain provisions 
of the Mutual Security Act. Collections in 1961 from these sources are estimated 
at $1,072 million—about 80 percent of the total. These include both currencies 
for U.S. use and for country use. ; : 

9, Some currencies are received from other current operations under the mutual 
security program. Under many economic assistance programs, the foreign 
country is required to make deposits (in its banks ) of its own currency (called 
counterpart funds) based upon either the value of the commodities it receives, or 
the actual amount of the proceeds received by the country upon their sale. A 
relatively small portion of these currencies—estimated at $13 million in 1961— 
is available to the United States for its own uses and therefore deposited to the 
credit of the United States. The remaining portion of these currencies belongs 
to the foreign government and is so credited in the accounts of the banks con- 
cerned, therefore being omitted from tabulations on currencies received by the 
United States.. An additional $27 million is expected to be received in 1961 
under the mutual security program from the sale of certain items under the 
military assistance activity and from payments for partial support of U.S. 
military assistance advisory groups in foreign countries. 

® Foreign currencies are received from the collection of interest and prin- 
cipal on loans to foreign governments. While only about $58 million is expected 
from this source in 1961, large amounts are anticipated in future years. Loans 
outstanding as of June 30, 1959, which may be repaid in future years in foreign 
currency, were over $1.2 billion, excluding interest accruing after that date. It 
js expected that this figure will increase to $2.7 billion by the end of 1961. The 
period of repayment for these loans may extend up to 40 years. 

4, Foreign currencies are received for U.S. uses as part of the settlement of 
debts other than loans, such as lend-lease and surplus property settlements 
(estimated at $36 million in 1961). 

5, Some currencies are received for specified U.S. uses under intergovern- 
mental defense agreements with certain countries—estimates for 1961 are not 
available at this time. 

6. Smaller amounts of currencies—totaling approximately $55 million in 
19%1—are received from various miscellaneous sources, usually in the ordinary 
course of Government business. These include proceeds from the sale of real 
and personal property, interest on deposits, consular and other fees, etec., and 
are usually available for ordinary U.S. uses. 

7. In some cases foreign currencies are advanced by other nations on a trust 
basis, to be used for carrying out programs on their behalf, any unused balance 
to be returned to the country making the advance. Approximately $17 million 
is expected to be so received in 1961. 

In ordinary foreign trade practice, sales of goods and services could gen- 
erally be expected to result in the receipt of dollars. However, we have agreed 
to accept foreign currencies instead of dollars as a concession to advance U.S. 
domestic or foreign policy objectives. For example, sales of agricultural com- 
modities under Public Law 480 are generally beyond what the United States 
could sell if payment in dollars were required—acceptance of the foreign 
currencies is necessary to accomplish the U.S. objective of disposing of surplus 
agricultural commodities. 

Some relatively small amounts are received in foreign currencies rather than 
dollars because it is customary to accept payment in the currency of the coun- 
try in which the transaction takes place—e.g., consular fees and interest on 
foreign currency bank deposits. 


\vailability for “country uses” and “U.S. uses” must be distinguished 


In the negotiations with other countries for the sale of surplus agricultural 
commodities under Public Law 480, it has been found necessary for the U.S. 
Government to make certain concessions, stated in the sales agreements, with 
respect to the use of the currencies to be received. These concessions. which 
usually also take into account our foreign policy objective of aiding the economic 
development of the country, generally provide for the major portion of the 
currencies to be used only for loans or grants to the foreign government for 
economic development or for private U.S. investments in that country—called 


country uses.” The remaining amounts are available for U.S. programs— 
called U.S. uses, 





1 { : 
This country-owned counterpart is not covered by this paper. 
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Other currencies limited to country uses are those received from the sale of 
surplus agricultural commodities under the mutual security program. (yp. 
rencies from all other sources are available for U.S. uses. ; 
The availability of foreign currencies for U.S. uses does not match our needs 

The size of our foreign currency holdings and receipts has led to the erroneous 
impression that the United States has more currencies than it needs in most 
countries—currencies Which we can use for our own purposes without any real 
eost to our Government. Contrary to this impression, the balances of CUrTeNcieg 
accumulating are concentrated in a relatively few countries. A supply of ey. 
rencies for U.S. use which is clearly in excess of U.S. requirements for the hext 
few years exists currently in only six countries—India, Israel, Pakistan, Polang 
United Arab Republic (Egypt), and Yugoslavia. , 

In most countries, our problem is that our supply of local currencies js yo 
adequate to meet the ordinary needs of the U.S. agencies abroad (which are gy 
unspecified part of their budgets), thus requiring the use of dollars to purchase 
the foreign currencies. All agencies which carry on programs in foreign coyp. 
tries need foreign currencies to pay some of their expenses—salaries of employees 
who are hired in the country, contracts for services to be provided by local 
firms, purchases of supplies within the country, etc. It is estimated that totg 
requirements for such purposes in fiscal year 1961 will approximate the equiya- 
lent of $2.38 billion. 

Only $474 million of the total amount estimated to be on hand in 1961 wij 
be available for unrestricted use by the United States to meet such ordinary 
expenses abroad. Furthermore, most of the $474 million will be concentrated 
in countries where our needs for currencies are small. Very small amounts 
will be available in countries where most of the need occurs—France, Germany 
Italy, Japan, the Philippines, Canada, and the United Kingdom. Most cur 
rencies received by the United States can be spent only within the country 
which issues them. Because our currency holdings are thus not generally con 
vertible, only about $130 million of the total foreign currency requirements for 
ordinary expenses in 1961 can be met from our unrestricted availabilities, ]j 
will be necessary to purchase foreign exchange to meet the remaining $2.1 pil 
lion or more of our requirements. 


PRESENT METHODS OF AUTHORIZING THE USE OF FOREIGN CURRENCIES 


There are presently four methods of authorizing the use of foreign currencies: 


A. current authorizations to expend foreign currency receipts (aithout an lp. 
propriation) 

In some cases, authorizations to spend foreign currencies, without charge to 
the agency’s appropriations, have been provided annually. These authoriza- 
tions have been contained in appropriation acts, and have been in definite 
amounts, stated in dollar equivalents. In these cases, neither the receipt of the 
currency nor its obligation and expenditure are recorded within the budget 
accounts. 


B. Permanent authorizations to expend foreign currency receipts (without a 
appropriation) 

Several authorizations to spend foreign currencies without charge to ap 
propriations are indefinite in amount and currencies become available without 
annual appropriation or other congressional action. This method of authoriza- 
tion has been employed for all country uses and for some U.S. uses. It has oe 
curred only in substantive legislation. For currencies received under Public 
Law 480, a determination in the executive branch is required before amounts 
become available under these authorizations, but this determination is not 
subject to review or action by the Congress. Like the cases described under 
method A, the receipts, obligations, and expenditures are not recorded in the 
basic budgetary accounts. 


? Amounts set forth include those for “accommodation exchanges” for employees—loeal 
currencies are sold to employees, in exchange for dollars, to meet their local expenses, ant 
local currencies are purchased from employees leaving an oversea post. In countries wher 
the United States has excess currencies, sales to employees provide dollars for the Treasury 
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( Appropriations solely to “purchase” currencies from the Treasury (‘“‘cur- 
rency restricted” appropriations ) 

A third method of authorizing the use of foreign currencies is by appropria- 
tions Which are restricted, in whole or in part by their own terms, to the pur- 
chase of currencies from the freasury. in some cases the appropriations must 
he used only to purchase currencies which have been obtained from a specific 
source (such as Public Law 480 currencies ) ; in other cases, the appropriations 
are available to purchase any “foreign currencies or credits owed to or owned 
py the Treasury of the United States.” Under this method, since appropriations 


| ore made to purchase the currencies, the obligations and expenditures are 


vcorded in the budget accounts, and the corresponding receipts are also so 


recorded ; there is, of course, no effect on the Treasury balance of dollars. 


p. Regular appropriations 

The fourth method of authorization is by the general rule which is set forth 
annually in a general appropriation act provision (currently sec. 208, General 
Government Matters Appropriation Act, 1960). This provision makes all ap- 
propriations and funds available to purchase foreign currencies, and provides 
for the sale of such currencies by Treasury to agency appropriations, as needed. 
Under current regulations, any appropriation or fund which has a need for 
foreign currencies to pay its obligations in foreign countries must obtain 
the currencies from Treasury to the extent that Treasury has such currencies 
available for sale to the agency before buying them commercially. Under this 
method, like method C, the use of the currencies is included in budget obliga- 
tins; and, when sold by the Treasury, in expenditures and receipts of the 
Government in equal amounts. 

Under methods C and D, where the foreign currencies are owned by the United 
States generally, rather than a particular fund, the proceeds from the sale of 
the currencies are deposited to general fund receipts of the Treasury. Where 
the currencies are owned by a revolving fund, however, the proceeds from the 
sale are credited as receipts of the fund, thus reducing the net expenditures of 
the fund in the same way as other dollars received by the fund. Currencies 
received under Public Law 480, to the extent that such currencies are not used 
for grants and loans in foreign countries, are beneficially owned by the Com- 
nodity Credit Corporation, and the Corporation receives the payment from the 
appropriations that are used to buy the foreign currencies from the Treasury. 
The use of Public Law 480, currencies authorized under methods A and B, with- 
out an appropriation, deprives the Corporation of receipts and adds to the amount 
of the appropriation required to reimburse it for Public Law 480 costs. 

The provisions of law which affect the use of foreign currencies under each 
of these methods for fiscal year 1960 are set forth in attachment A. 


PROBLEMS AND WEAKNESSES OF THE PRESENT SYSTEM 


The management of foreign currencies is complicated by the restrictions set 
forth in bilateral international agreements between the United States and other 
countries, and also by the numerous laws which include both authorizations to 
spend foreign currencies and restrictions on their use. These laws generally 
apply equally to currencies of all countries, whether the United States has an 
excess supply of the particular currency, or is short of the amount needed to 
cover our ordinary expenses. As a result of these agreements and laws, there 
area number of major problems and weaknesses of the present system, as follows: 
1. There ig lack of regular congressional review in certain cases 

During the last several years prior to fiscal year 1960, a number of statutory 
provisions authorizing special foreign currency programs made currencies avail- 
able without further action by Congress. In these cases annual action is limited 
to the agency’s regular appropriation, and the related foreign currency portion 
of the program is not subject to congressional review and control. Thus, the 
action on the regular budget cannot be properly related to the total program. 
Recent amendments to Public Law 480 have restored provisions for action in 


anual appropriations, but four U.S. programs remain authorized outside the 
annual budget process. 
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2. Use without appropriation action necessarily results tn lack of disclosure in | §.Program 
budget tabulations ‘Where a 
Authorizations to expend foreign currencies without charge to an APPropriation be f 
cannot be included in the budget tabulations of obligational authority, no, can | outs its au 
the expenditure of such currencies be included in budget expenditures for the | limited. ] 
using agency. This omission gives the impression that the substitution of cur. | activities 
rency authorizations for appropriations results in a net saving to the taxpayer | tivities in 
and it fails to disclose the real cost of programs financed in this manner, : saving in 
In the case of Public Law 480 currencies, authorizations to spend the Cur. | rencies ust 
rencies without an appropriation produce no receipts for the Commodity Credit ‘al 
Corporation, and require corresponding appropriations to the Corporatiog to | 1. Bpecta 
reimburse it. Asa result, an amount equal to such foreign currency expenditures | Separat 
is reported as an expenditure of the Commodity Credit Corporation regu | systems 0: 
of whether it is an appropriate charge against the programs of the Corporation, authorizat 
3. Long-term restrictions are encouraged on the use of currencies, interfering aes 
with the application of currencies to mect budget-approved needs — 
Separately financed special foreign currency programs result in pressures to tai 
reserve nonexcess currencies for future use of these programs, even though the ury to mé 
United States may be currently spending dollars to purchase currencies of th stricted 01 
same country commercially. 


Such authorizations also provide an incentive to include commitments, forp. | 
ally or informally, in the negotiation of international agreements, to the effect | 
that currencies received will be used for specified programs. This procedup A revis 
places in the framework of negotiating the agreements the matter of choosing | the Unite 


which U.S. agencies are to be favored with special priorities in the availabilitig i,j 
of currency—a program decision made outside the usual executive and legisis. US. 
tive branch channels for program and budget decisions. Furthermore, it limits agree 
the discretion of the United States in the use of the currencies, brings the other 2.4 
country into details which relate solely to U.S. uses of a U.S. asset, and gep. fiscal 
erally makes such currencies unavailable for general expenses of our agencig custo 
This in turn leads to further pressures to authorize the use of the currencig gram 
when received, for the restricted purposes indicated in the international agre | actio 
ment, even though the need therefor may not be fully substantiated. | a 
4. Currencies may be used for lower priority programs, though needed otherwise a 

' 


Separately financed special foreign currency programs are usually not subject} 


to the same program and budget tests as ordinary appropriations. Weak pr} a 
grams may be started or other programs increased on the grounds that they can} a 
be financed “cheaply” or “free” through the use of foreign currencies. In the} . re 
countries where we do not have an excess supply of currencies, however, the’ — 
use of currencies by one agency for a lower priority program may have the) short 
effect of requiring that other agencies purchase currencies commercially to mee 5 
ordinary needs, thus increasing the net dollar expenditures (or reducing th th . 
receipts) of the Government. Those lower priority programs tend to build y aiff 
an artificial program base. They may later bring about requests for addi ieee 
tional dollars to continue such programs. gram 
5. Determination of relative priorities becomes complex and responsibilities may| 6. 
conflict to T 
4 


In cases where the same currencies may be used for several programs, but car be 
not be used for general purposes, as is the case with respect to much of th polic 
currencies received under Public Law 480, it is necessary to determine relative 


| 
priorities for the use of currencies in the countries where the supply of cu PI 
rencies is not large enough to finance all programs. This requires a compli: The fe 
“ated review of programs, country by country, to determine the relative prioritia cles (] 
involved, and may well lead to protracted delays in implementing programs, modifica’ 
This process is further complicated by divided responsibility for making d 
terminations on priorities. The President has delegated to the Director of th! 1 Count 


Bureau of the Budget the authority for making determinations as required ly It is p 
Public Law 480, while subsequent (and overriding) laws detract from this! foreign 
thority. For example, the statute confers on the Secretary of State the a; only for 
thority to determine and have set aside the amounts required for certain elt} foreign | 
cational exchange programs, even for several years in advance. Also, sectl®) gueh eu 
104(a) of Public Law 480, as amended, now requires that not less than 5p} These 
cent of sales proceeds and loan repayments be set aside for agricultural markt} pot be y 
development. They are 
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, Program administration is hampered and may be unbalanced 


Where a requirement is imposed that all or a specified part of a regular pro- 
be financed with foreign currencies, the agency’s discretion in carrying 
outs its authorized program at a minimum cost to the taxpayer is unnecessarily 
jmited. In some Cases, it is necessary to adjust the programs so as to carry on 
activities where the currencies are available and eliminate higher priority ac- 
tivities in other countries because currencies are not available. There is no 
saving in dollar expenditures to offset the program loss except when the cur- 
rencies used are excess to other U.S. requirements. 


1, Special provisions complicate the administration of currency holdings 

Separately financed special foreign currency programs result in complicated 
systems of administrative control, budgeting, accounting, and reporting. Under 
guthorizations to spend foreign currencies without an appropriation, it is neces- 
sary for agencies to maintain dual systems of apportionments, allotments, ac- 
counts, and reports. The separate apportionment and reporting for each type of 
currency involved is far more complex than similar transactions for dollar 
accounts. Under both types of such authorizations, it is necessary for the Treas- 
ury to maintain numerous accounts, in order to identify those which are re- 
stricted or reserved for certain purposes. 


OBJECTIVES FOR A REVISED SYSTEM OF CONTROL 


A revised system of financial management over foreign currencies received by 
the United States should : 

1. Distinguish between U.S.-owned currencies which are available for 
U.S. agency programs and those which are committed by international 
agreements to be used only for loans and grants in the foreign country. 

2. Recognize that foreign currencies available for U.S. uses are a real 
fiscal asset of the United States, that they are to be kept under adequate 
custody, and that they should be expended with prudence to carry out pro- 
grams as directed by Congress, generally on the basis of annual review and 
action. 

3. Obtain the maximum utilization of foreign currencies as a substitute 
for the expenditure of U.S. dollars, and avoid the use of foreign currencies 
for lower priority programs except where the currencies are truly excess 
to anticipated normal requirements. 

4. Disclose the dollar value of foreign currencies used for U.S. programs 
in reports on Government finances, with expenditures properly classified 
by agency and function and with receipts credited to the appropriate fund. 
This is consistent with the policy of making full disclosure of receipts, au- 
thorizations granted by Congress, obligations, expenditures, and balances. 

5. Minimize problems in carrying out agency programs that arise from 
the unavailability of foreign currencies of the right type at the right time, 
difficulties in administering competing priorities, and the imbalance be- 
tween dollar and foreign currency authorizations to implement U.S. pro- 
grams effectively. 

6. Involve a minimum of collateral difficulties or extra work with respect 
to Treasury and agency accounting. 

7. Preserve the flexibility that is needed to carry out foreign and domestic 
policy objectives while maintaining a sound financial system. 


PROPOSED SYSTEM FOR CONTROL OVER THE USE OF FOREIGN CURRENCIES 


The following system is proposed for control over the use of foreign curren- 
cies. (Budget recommendations for 1961 are based on this system, with the 
nodifications described below. ) 


1. Country-use purposes 


It is proposed that the present permanent indefinite authorizations to expend 
foreign currency receipts be continued for foreign currencies which are available 
only for loans and grants for economic development or the common defense in 
foreign countries, including loans to U.S. private enterprise. The receipt of 
such currencies does not represent a source of financing for U.S. programs. 
These currencies do not add to the resources of the country, and therefore can- 
hot be used as a substitute for U.S. dollar expenditures for aid to the country. 
They are comparable to those derived directly from the mutual security program 
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which are held in the custody of the foreign country (country-owned count 
part) and are therefore not subject to budgetary controls. - 
More specifically it is proopsed that the present authorization for country 
use currencies under Public Law 480 and the mutual security program pe con, 
tinued. The currencies received under Public Law 480 are reserved for commie 
use as an essential condition in the sale of the surplus commodities ang shoul 
not be recorded in the budget until repayments are received by the United States 
for its own use and are so used. Currencies received from sales under the my 
tual security program and applied to country uses under that prog ; 


yf ram shoy 
be treated similarly. i 


2. U.S.-use purposes 

With respect to currencies available for U.S. uses, it is proposed that the Us 
of foreign currencies be controlled through appropriations to cover the tena 
requirements of each program (with receipts credited to the appropriate fund) 
as follows: 

Excess currencies.—In order to promote the utilization of currencies which 
are excess to the ordinary needs of the United States, it is recommended that 
special foreign currency programs be financed through separate currency-re 
stricted appropriations. These appropriations would be available only to pur. 
chase, from the Treasury, currencies of the countries which are determined py 
the Treasury Department to be excess to the Government’s ordinary need 
Such appropriations may cover lower priority programs without additional Cost 
to the taxayer. 

Nonexcess currencies.—It is proposed that nonexcess currencies be availabe 
for agency use when purchased from the Treasury with regular agency appro. 
priations and funds, thus making programs using such currencies subject to th 
normal budgetary and appropriation criteria. Such appropriations and fung 
could also be used to purchase currencies through banking channels if the 
were not available from Treasury. 

The implementation of this proposal will require that the practice of limiting 
the use of currencies to specific U.S. uses in international agreements (and jy 
understandings reached in the course of negotiating such agreements) be dis 
continued, and that all currencies to be received for U.S. uses under the agree 
ments be available for such use without restriction. This will permit maximum 
utilization of these currencies as a substitute for commercial purchases of cy. 
rencies, and should result in greater benefits to the United States. 

3. Trust funds oq 

Foreign currencies advanced by other governments on a genuine trust basis 
should be available under the same circumstances as U.S. dollars received ona 
trust basis. It is customary for U.S. dollars to be permanently appropriated 
for the purposes of the trust. It is expected that foreign currencies received 
on a trust basis will continue to be available automatically, without dollar ap 
propriations, but with suitable conversion into dollar equivalents for purposes | 
of summary records and reports. 


4. Reimbursements to appropriations 


eee A 


In cases where dollar collections are authorized to be credited to an ap 
propriation as a reimbursement, foreign currencies received from the same 
kinds of transactions should similarly be usable for such authorized purposes. | 
At the present time, this rule applies to the proceeds of sale of personal property 
which is being replaced and to the proceeds of sale of real property in foreign 
countries. In this case of personal property, agencies are generally authorized 
to apply the proceeds of such sale toward the purchase of replacement within 
12 months after sale. The State Department has general authority to use the 
proceeds from the sale of buildings abroad for the purposes of the appropriation 
“Acquisition, maintenance, and operation of buildings abroad.” No change it 
these authorizations is proposed. 

These proposals would meet the objectives set forth earlier. They distinguish 
country-use currencies from U.S.-use currencies, and provide different budgetary 
treatment for each. They provide for maximum utilization of nonexcess cur 
rencies to save dollar expenditures for the purchase of such currencies, but 
permit the use of excess currencies for lower priority programs. They minimiz 
the administrative complications connected with the reservation of currencies. 
They provide for annual action by Congress on the use of currencies for US. 
programs. The dollar value of the currencies used for such programs would be 
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jpcluded in budget totals and the Government’s financial reports, appropriately 
dassified ; such dollar value would be credited as receipts to the general fund 
or the appropriate revolving fund (Commodity Credit Corporation in the case 
of Public Law 480 currencies) . 


BUDGET RECOMMENDATIONS FOR 1961 


The use of foreign currencies other than those received under Public Law 480 
js generally already in accord with the proposed system. The 1961 budget pro- 
posals are based on this system, but give recognition to some existing considera- 
tions, as follows: , ; 

1. A considerable amount of currencies received or to be received for U.S. 
uses under existing Public Law 480 agreements is limited by the terms of the 
agreement to specific prog ‘ams. As a transitional measure, the recommended 
eurrency-restricted appropriations cover these nonexcess currencies as well as 
excess currencies. The portion of the appropriation which can be used for the 
nonexcess currencies is, however, limited by the appropriation language. When 
the nonexcess currencies limited to specific programs by present agreements are 
exhausted, the currency-restricted appropriations will be limited to the excess 
countries. 

2. A permanent, indefinite appropriation is recommended for enactment this 
year to cover certain international educational exchange activities under section 
104(h) of Public Law 480 for such amounts as may be necessary to finance the 
determinations made by the Secretary of State with respect to this program. 
This exception recognizes repeated congressional action to give this program 
preferential treatment, beginning in 1946 and reaflirmed with the enactment of 
Publie Law 480 in 1954. In particular, the Secretary of State now has authority 
to make determinations which give this program special priority among the 
U.S. uses of Public Law 480 currencies. 

8. No recommendation is made with respect to the authorization for use of 
foreign currencies by committees of Congress under section 502(b) of the Mutual 
Security Act. 

An explanation of the basis for preparing budget schedules is set forth in 
attachment B. 

The budget also includes recommendations for 1960 appropriations to cover 
the June 30, 1960, unexpended balances of Public Law 480 foreign currency 
authorizations, for U.S. uses for which new authorizations are recommended 
in 1961. These appropriations are offset by a reduction in the 1961 appropria- 
tion to reimburse the Commodity Credit Corporation for its costs under Public 
Law 480. An exception is made for balances of currencies previously allocated 
for military family housing in foreign countries, so as to permit completion 
of units under construction under the previous requirement for long-term re- 
imbursement to the Commodity Credit Corporation. Appropriations are recom- 
mended for new construction to be started in 1961, so as to provide immediate 
reimbursement to the Corporation. 


[Attachment A] 


PROVISIONS OF LAW AFFECTING THE USE OF FOREIGN CURRENCIES FOR 
Fiscan YEAR 1960 


A. CURRENT AUTHORIZATIONS TO EXPEND FOREIGN CURRENCY RECEIPTS (WITHOUT AN 
APPROPRIATION ) 


1. Public Law 480 as amended authorizes such amounts as may be specified 
in appropriation acts to be used for— 

Purchase of strategic and critical materials (sec. 104(b) ) 

Leader-specialist exchanges authorized by Public Law 402, 80th Congress 
(Smith-Mundt Act) (sec. 104(h) ) 

Translation of scientific and technical publications and support of scien- 
tific activities overseas (sec. 104(k) ) 

Acquisition of buildings abroad (sec. 104(1) ) 

Trade and agricultural fairs (sec. 104(m) ) 

Acquisition and distribution of library materials (sec. 104(n) ) 

Assistance to American-sponsored schools and the establishment of chairs 
and workshops in American studies (sec. 104(0) ) 

Support of workshops and chairs in American studies (sec. 104(p)). 
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2. Section 505(b) of the Mutual Security Act of 1954, as amended authorizes 
the use by the Development Loan Fund, in amounts as specified in appropriation 
acts, of currencies received as repayments of loans and payment of interest 
under that act which are in excess of requirements for the educational exchange 
program and for payment of U.S. obligations abroad. 


B. PERMANENT AUTHORIZATIONS TO EXPAND FOREIGN CURRENCY RECEIPTS (WITHOU? 
AN APPROPRIATION) 


Country-use purposes 


Mutual security program.—Section 103(c) of the Mutual Security Act of 1954 
as amended, authorizes the furnishing of military assistance on terms of repay. 
ments and authorizes the use of foreign currencies received in repayment (gs 
well as dollars received) to be used for purposes of the military assistang 
program. A limit of $175 million is established on the total amount of repay- 
ments (dollars and foreign currencies) which may be so used. (Estimates fop 
1960 assume no direct use of foreign currencies but include appropriation pe 
imbursements of $38 million from the sale of currencies. ) 

Section 204(a) of the act authorizes all receipts (both dollars and foreign 
currencies) from operations of the Development Loan Fund to be credited to 
the Fund and used for the purposes of the Fund. (1960 estimate, $12 million) 

Section 402 of that act requires that not less than $175 million of the 1969 
appropriations under the Mutual Security Act shall be used to finance the ey. 
port and sale for foreign currencies of surplus agricultural commodities, ang 
authorizes the use of the currencies received from such sales for the purposes 
of the Mutual Security Act. The 1960 appropriation for economic assistance ip. 
cludes an authorization to use the equivalent of $50,000 in local currencies for 
assistance to the American Research Hospital for Children in Poland (196 
estimate, $150 million; equal to anticipated collections from such sales), 

Section 104 of Public Law 480 authorizes the use of currencies received under 
that act for loans and grants for the common defense (sec. 104(c)), and for 
economic development (secs. 104 (e) and (g)) (1960 estimate, $835 million), 


Export-Import Bank 


Section 104(e) of Public Law 480 authorizes the use of foreign currencies re- 
ceived under that act for loans to U.S. private enterprise and other private enter- 
prise projects which will facilitate use of surplus commodities, for investment 
in the purchasing country (1960 estimate, $126 million). 

U.S. programs 


Mutual security program.—Section 104(d) of Public Law 480 authorizes the 
use of foreign currencies received under that act for exports to third countries 
(1960 estimate, $11,626,853 ). 

Section 400(c) of that act authorizes the President to use currencies accruing 
under that or any other act for American-sponsored schools and libraries abroad 
and for hospitals abroad founded or sponsored by citizens of the United States. 
(No estimate for 1960.) 

U.S. Information Agency.—Section 104 of Public Law 480 authorizes the use 
of foreign currencies received under that act for translation, publication, and 
distribution of textbooks (104(i) up to $5 million each fiscal year) for binational 
centers (104(j)) and for preparation, distribution, and exhibition of audiovisual 
materials (104(r) up to $2,500,000 each fiscal year). Beginning in 1961, cur 
rencies are available under section 104(r) only as authorized in appropriation 
acts (1960 estimates, $4,944,440). 

Department of Agriculture—Section 104(a) of Public Law 480 authorizes the 
use of foreign currencies received under that act for development of agricultural 
markets abroad. The 1960 appropriation for “Salaries and expenses, Foreign 
Agricultural Service” contains a limitation of $1,310,000 equivalent in foreign 
currencies for expense of the agricultural attaché service and for general oper- 
ating expenses in carrying out the purposes of section 104(a). Beginning in 
1961, however, currencies are available for this purpose only as authorized i 
appropriation acts. Section 104(f) of Public Law 480 authorizes the use of 
Public Law 480 currencies for payment of U.S. obligations abroad. The Con- 
modity Credit Corporation has been allocated $100,000 in 1960 under this section 
with a waiver of the requirements of section 1415. Section 104(a) also requires 
that sale proceeds and Public Law 480 loan repayments, in an amount equivalent 


to not less than 5 percent of sales agreements, be made available for the purposes 
of this section. (Total 1960 estimate, $17,999,878. ) 
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ineg Department of Defense.—Public Law 765, 88d Congress, authorizes the use of 

tion | ggrrencies received under Public Law 480 for the construction or acquisition 

rest of housing and community facilities for families of Department of Defense 

ge personnel overseas. The law requires that the Commodity Credit Corporation 

| be reimbursed from housing allowances which would otherwise be paid to oc- 

cupants of the quarters, after deducting the costs of operation and maintenance. 

OUT | These reimbursements are paid directly to the Commodity Credit Corporation 
by the Department of Defense. (1960 estimate, $1,306,000. ) 

| “Section 104(c) of Public Law 480 authorizes the use of foreign currencies for 

Department of Defense programs which are for common defense. (1960 esti- 


d4, mate, $200,000; in addition to loans and graats under the mutual security 
ay. program. ) ; Ley : . 
(as | Department of State.—Section 104 of Public Law 480 authorizes the use of 
hee foreign currencies generated by that act for international educational exchange 
ay: activities (academic exchanges) (sec. 104(h)), and for assistance to American- 
for sponsored schools (sec. 104(j)). Section 104(h) also requires that a special 
re effort be made to provide currencies for the purpose of this subsection, includ- 
ing the setting aside of such amounts from sales proceeds and loan repayments 
sign up to $1 million a year in any one country for a period of not more than 5 years 
| to in advance, as may be determined by the Secretary of State. (1960 estimate, 
in. $28,320,415. ) 
960 | The Foreign Buildings Act authorizes the use of proceeds from the sale of 
ex- puildings (both dollars and foreign currencies) for the acquisition, maintenance, 
and and operation of buildings abroad. These currencies are nearly always sold by 
8e8 Treasury to appropriations and funds, and the dollar receipts credited to the ap- 
- in- propriation available for this purpose. (1960 estimate assumes no direct use 
for of foreign currencies, but includes appropriation reimbursements of $4,797,515 
960 from the sale of currencies. ) 

(In addition, the Department of State administers foreign currencies author- 
der | jged by sec. 502(b) of the Mutual Security Act for use by committees of the Con- 
for | gress for local currency expenses under sec. 136 of the Legislative Reorganization 
m), Act of 1946, as amended. Accountability for such currencies is made through 


reports specified in the law.) 


nas ©. CURRENCY-RESTRICTED APPROPRIATIONS 
Ler 
lent Certain appropriations are available in whole or in part solely for the purchase 
of foreign currencies : 
Departments of State and Justice, the Judiciary, and Related Agencies Appro- 
priation Act, 1960: 
the Salaries and expenses, Department of State: Not less than $9 million 
ries of the total appropriation of $112,500,000. 
Acquisition, operation, and maintenance of buildings abroad, Department 
ung of State: Not less than $16,739,000 of the total appropriation of $17,372,000. 
oad International educational exchange activities, Department of State: Not 
tes. | less than $5,500,000 of the total appropriation of $23,210,000. 
Salaries and expenses, U.S. Information Agency: Not less than $14 mil- 
a lion of the total appropriation of $101,557,300. 
ane 
mal D. REGULAR APPROPRIATIONS 
sual 
cur- Regular appropriations are available to purchase currencies : 
tion 1. Section 1415 of the Supplemental Appropriation Act, 1953, prohibits the 
| use of foreign currencies “except as provided for annually in appropriation acts.” 
the Section 208 of the General Government Matters Appropriation Act, 1960, pro- 
iral vides that currencies may be used for any purpose for which appropriations are 
ign made, but only when reimbursement therefor is made to the Treasury from the 
eign | applicable appropriation. 


z in quires that Public Law 480 currencies be used to the extent available and feasible 
iin |  inlieu of dollars for military construction in foreign countries, with reimburse- 
> of ment to CCC for the currencies so used. The Military Construction Appropria- 


per- | 2. The 1960 Miliary Construction Authorizing Act (Public Law 86-149) re- 


‘om- tion Act requires a certification to the Congress that the use of foreign curren- 
tion cies is not feasible before any dollar appropriated in the act may be used to 
ires make payments under contracts for projects in foreign countries. 

lent 


ses 
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3. Section 514 of the Mutual Security Act requires that currencies 
under that or any other act be reserved by the Secretary of the Treasur 
request by the Secretary of State, for sale to the Department of State fo 
national educational exchange activities under section 32(b) (2) of the 
Property Act of 1954, as amended. 
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[Attachment B] 


PRESENTATION OF PuBLIc Law 480 U.S. ForeEIGN CURRENCY PRoGRAMS IN THE 
1961 BUDGET 


1. Separate dollar appropriations to purchase excess and restricted Public 
Law 480 foreign currencies are recommended for all special U.S. foreign eyy. 
rency programs authorized by that law—programs other than loans and grants 
in the foreign country. These appropriations may be used only to purchase— 

(a) “Excess” currencies : those which are excess to normal U.S. needs as 
determined by the Treasury Department. For purposes of the 1961 esti. 
mates, these countries are assumed to be India, Pakistan, Yugoslayi 
Poland, Israel, and Egypt. ; 

(b) “Restricted” currencies: those in other countries which, under the 
international agreement with the other country, are not available fo; 
ordinary expenses under section 104(f). 

2. The appropriations recommended contain a “not less than $____” limitg. 
tion to purchase currencies in countries where the United States has an excess 
supply of Public Law 480 currencies. 

3. The appropriations recommended follow the pattern established in the 
supplemental foreign currency submission last spring (S. Doc. 38, 86th Cong,)— 
that is, the new, separate appropriations are generally related in form to exist. 
ing appropirations. The title of the new separate foreign Currency appropria- 
tion is the same as the corresponding regular appropriation with the addition 
of the words “(Special foreign currency program).” 

4. Unexpended balances of previous foreign currency authorizations and al. 
locations will be converted to appropriations as of June 30, 1960. Language pro- 
viding indefinite appropriations equal to the baiances as of that date is recom. 
mended, where applicable, to be accounted for as 1960 new obligational authority. 
(Exceptions are made for military family housing under construction and for 
programs for which no new obligations are to be incurred after 1960.) 

5. Budget schedules covering previous foreign currency authorizations are 
consolidated with the schedules for the proposed new appropriations. The ey. 
penditure analysis schedule covers only expenditures under the foreign-currency 
authorization. The new obligational authority and appropriation expenditures 
in 1961 for the new, separate appropriation are included in the chapter summary 
table. The same concepts apply to the separate appropriations as is used in 
regular appropriations—the purchase of foreign currency is neither an obliga- 
tion nor an expenditure. Obligations wil) be the orders issued to vendors, 
ete., in accordance with the usual concepts, and expenditures will be the pay- 
ments made. 

6. The narrative statement for the separate foreign currency appropriations 
contains a statement setting forth, in total, the “cost in American dollars 
{charged to the regular appropriations] of the initiation and supervision of 
each proposed project” as requested in Senate Report No. 597, 86th Congress. 
The agency is to be prepared to give a breakdown of the amount at the time 
of the appropriations hearings to comply with the Appropriations Committee's 
request. 

7. The new appropriations will be subject to apportionment in the regular 
way. The Bureau of the Budget will apportion or allocate the restricted cur- 
rencies for sale to the various appropriations, in the simplest effective way. 
Except for excess currencies, it will probably be necessary for the Treasury 
Department to maintain restricted sales accounts for each currency for each 
appropriation. The Executive order relating to allocations will be reviewed in 
the light of the new procedure. 

8. The appropriation language to be proposed generally reads as follows: 

“For purchase of foreign currencies which accrue under Title I of the Agri- 
cultural Trade Development and Assistance Act of 1954, as amended (7 U.S.C. 
1704), for the purposes authorized by section[s] 104( ) of that Act, to remain 
available until expended $______ , of which not less than $_____- shall be avail: 
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jie to purchase currencies which the Treasury Department shall determine 

be excess to normal requirements of the United States: Provided, Phat this 
ippropriation shall not be used for the purchase of currencies available in the 
treasury for the purposes of section 104(f) unless such currencies are excess 
the normal requirements of the United States: Provided further, That the 
jollar value of the unexpended balances, as of June 30, 1960, of allocations of for- 
ign currencies heretofore made available to the [name of bureau or agency] for 
ihe foregoing purposes of such section 104( ) is appropriated as of that date 
wd shall be merged with this appropriation. 


(Whereupon, at 12 m., the committee recessed, to reconvene subject 
iothe call of the Chair. 


x 





